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THE USURY LAWS. 


Our January number contained an elaborate article upon the operation of 
the Usury Laws, from the pen of J. R. McCulloch, Esq., one of the most 
able writers of the day, upon Political Economy. His aim has been to 
show, 


Ist, That the rate of interest is regulated by the relation between the supply of 
capital and the power of employing it advantageously. 

2. That the rate of interest varies according to the security for the repayment of the 
principal and the duration of the loan. 

3. That the interference of government in adjusting the rate of interest is prejudicial 
to society. 

4. The laws against usury drive men in distress, or in want of money, to much more 
disastrous modes of raising it than they would adopt if no usury laws existed. [Opin- 
ion of a member of the House of Baring, Brothers & Co.) 

5. The usury laws do not protect the prodigal and unwary. 

6. There were no usury laws in Holland, whose interest has been for a long period 
lower than in any other country in Europe. 

7. The usury laws do not reach the government. 


He also comments upon the following topies : 


1. The legal rate of interest in Rome, France, Hamburg, Russia, Austria, Leghorn, 
Spain, United States. 

2. Interest in the East ; in the middle ages; in France; in Livonia. 

3. History of the laws regulating the rate of interest in England, Scotland and 


Treland. 
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4. Comparison between the market rate and the statutory rate of interest, from 
1714 to 1793. 

5. The House of Commons Report against the Usury Laws. 

6. Errors of some writers on the subject of a low rate of interest. 


The Committee of the House of Commons came to the following conclu- 
sions : 

Ist. “‘ That it is the opinion of this committee that the laws regulating or restraining 
the rate of interest have been extensively evaded, and have failed of the effect of impos- 
ing a maximum on such rate; and that of late years, from the constant excess of the 
market rate of interest above the rate limited by law, they have added to the expense 
incurred by borrowers on real security, and that such borrowers have been compelled 
to resort to the mode of granting annuities on lives; a mode which has been made a 
cover for obtaining a higher rate of interest than the rate limited by law. and has 
farther subjected the borrowers to enormous charges, or forced them to make very 


disadvantageous sales of their estates. 
“2d. That it is the opinion of this committee, that the construction of such laws, as 


applicable to the transactions of commerce as at present carried on, has been attended 
with much uncertainty as to the legality of many transactions of frequent occurrence, 
and consequently been productive of much embarrassment and litigation. 

‘3d. That it is the opinion of this committee, that the present period, when the market 
rate of interest is below the legal rate, affords an opportunity peculiarly favorable for 


the repeal of the said laws.” 


Since Mr. McCulloch’s article was written for the Encyclopedia Britan- 
nica,» extensive modifications of the English laws have been adopted. The 
system of restriction has been materially changed, so that, as regards time, 
the rate of interest may be said to depend upon what may be considered 
the market value of money, which is thus allowed to bear its due proportion 
to the ordinary line of profits. 

By the act of 1833, all bills of exchange and promissory notes, not 
having more than three months to run, were excepted from the operation 
of the usury laws; and such paper might be discounted at any rate of inter- 
est agreed upon with the holder. 

By the act of 1837 (July) this relaxation was extended to all such mer- 
cantile instruments 1iot having more than twelve months to mature. 

All judgment debts to carry interest at the rate of four per cent. per an- 
num from the time of enteriug up the judgment. 

These modifications yet exist. They have not been found to operate 
prejudicially upon commerce and manufactures ; but on the contrary it is 
believed that they have essentially promoted the public good. 

It has been remarked by a cotemporary writer : 


“If a man is compos mentis, why should he not be allowed to give and re- 
ceive any price he thinks fit for money, as well as for any other article? And why 
should the Legislature scrutinize the terms of a private contract for trade between in- 
dividuals, if they are competent to manage their own affairs? It will searcely be said 
that the same necessity for such enactments exists at this day, that called them forth 
in earlier tines. In other words, that we have made no advance in the science of 
trade; that the infant state of commerce requires the fostering care of legislation ; 
that the lawyers, doctors and farmers, who principally make the sum of our legislators, 
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know better what is for the advantage of the mercantile interests, than do the mer- 
chants themselves; and lastly, that our merchants must be restrained and prevented 
from cheating and robbing each other. 

«What then, after all, is the effect of our usury law? It embarrasses business ; keeps 
up the rates of interest ; induces a laxity of principle among the people, in respect to 
the obedience of our laws ; and, in fact, offers a premium for unfair dealing. It checks 
the exercise of enterprise, and throws a stumbling block in the way of commercial 
advancement.” (History of the Usury Laws ; By John B. Coppinger, A, M., New York, 
1849—8vo, pp. 16. 


In Pennsylvania the subject of the Usury Laws is before the Legislature. 
The following bill has been introduced into the House of Representatives of 
that State, by Mr. Matthias. 


An Act relating to the Usury Laws. 


Sec. 1. Be it enacted, &c.:—That from and after the passage of this act, it 
shall be lawful for all persons to pay and receive such rate of interest, for the 
loan of money on any promissory note, draft, acceptance, bills payable or bills of 
exchange, drawn for any time not exceeding twelve months, growing out of 
commercial or business transactions, or contracts therefor, as the parties may 
agree upon in writing. 

Src. 2. That no greater rate of interest than six per centum shall be charged on 
any judgment after the date of the rendition thereof, entered in any Courts of 
this Commonwealth, although such judgment may be founded upon a writing 
stipulating a higher rate of interest. 

Sec. 3. That nothing in this act shall be construed to apply to any loan, where 
the sum or thing lent shall be assured by any grant, charge, or incumbrance of 
real estate, nor on any loan or discount by any bank or banking asociation. 

Src. 4. That so much of any existing law or laws as conflicts with the pro- 
visions of this act, be and the same is hereby repealed. 


In New York a public meeting of merchants was held on Thursday, 17th 
January, for the purpose of presenting a memorial to the legislature now in 
session at Albany. This proceeding was in consequence of the recent 
decision in the Court of Appeals (the highest judicial court of New York,) in 
the case of Zhe N. A. Trust and Banking Co. v. Blatchford et al, as con- 
tained in our present number, pages 596-602. 


From the New York Journal of Commerce. 


Tur Usury Laws.—The stupendous robbery committed by the Dry Dock Bank 
of New York under shelter of the Usury Law, upon the property of James Mor- 
rison of London, who was as innocent of any suspicion of illegality as the babe 
unborn, has created a profound sensation in this community ; which is increased 
by the apprehension, that other robberies of a similar nature are about to be 
perpetrated by other parties in the midst of us. It is quite necessary that this 
indignant sentiment should find vent somewhere; and the mecting at the Mer- 
chants’ Exchange seems likely to answer the purpose. We hope it will be a 
mecting worthy of the high honor, the sterling integrity, the uncorrupted honesty 
of the merchants of New York. It is not, however, to be confined to merchants; 
but att who desire to procure such a modification in the Usury Law, as will 
remove the temptation which it offers to fraud, repudiation, treachery, ingratitude, 
and many other crimes * * * *# 

The meeting to take into consideration the propriety of a modification of the 
Usury Laws of the State of New York, convened at 2, P. M., on Thursday, 17th 
January, at the Merchants’ Exchange. It was organized as follows : 
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President—Lora Nasu, Esa. 


Vice Presidents. 


C. H. Marshall, David Cotheal, Thomas B. Stillman, 
D. S. Miller, Augustus Whitlock, E. P. Heyer, 
R. H. McCurdy, John J. Boyd, James Lee, 
Jonathan Sturges, 8. T. Jones, Joseph Tucker. 
R. L. Stuart, Ralph Clark, 
Secretaries. 
Andrew Mount, Theodore Crane, 
E. C. Hamilton, Edmund Coffin. 


J. Depeyster Ogden, Esq., addressed the meeting, maintaining that from a spirit 
of conservatism, legislatures were unwilling to disturb the policy of past ages, 
though no reason could be shown why money should not bring its price as well 
as any other commodity. One of the reasons of this objection was, that there 
was an apprehension lest any interference with this subject would interfere with 
the security of the vast sums invested on bond and mortgage. 

Mr. Ogden proceeded to read a memorial to be presented to the Legislature of 
New York, in connection with this subject. The memorial advocated the repeal 
of the law because it could not be enforced, and was constantly violated, because 
it was unjust both to the borrower and the lender, because the value of money 
was fluctuating, because it kept lenders from the markets, and for other causes 
which may be considered corollaries of the above. The memorial urged especially 
the repeal of the clause of the law which requires the forfeiture of capital and 
securities, and the adoption of the principle that only the excess of the interest 
should be forfeited. 

Mr. A. G. Thompson submitted to the consideration of the company a lengthy 
document setting forth his own views and reasons why the law in question should 
be repealed. On motion of Mr. James Lee, it was laid on the table, with instruc- 
tions that if any new ideas were advanced they should be incorporated with the 
memorial, 

The memorial was then adopted and referred to the following committee, viz. : 


Drake Mills, John Sturges, Don Alonzo Cushman, 
P. H. Holt, J. B. Graves, H. Bogert, 

R. H. McCurdy, A. T. Stewart, James N. Cobb. 

E. C. Hamilton, James Lee, 


On motion of the latter, the memorial was ordered to be printed. 


MEMORIAL TO THE+LEGISLATURE OF NEW YORK. 


The undersigned citizens of New York respectfully solicit the attention of 
your Honorable bodies to the reasons herewith submitted for altering or repealing 
the law, now existing, on the subject of Usury. 

It is believed that no decisive step has been taken, hitherto, by the Legislature, 
from a disinclination to interfere with a subject, the very name of which has been 
unavoidably connected with the idea of unjust, as well as unlawful exaction: and 
although well aware that numerous petitions have been presented for years past, 
for its repeal, without effect, the undersigned are induced to think that public 
opinion has undergone a change upon the subject, and that legislation accordingly 
will be disposed to review its former opinion in regard to the necessity or advan- 
tage of alaw against usury. Under a strong conviction of the injurious tendency 
and effect of the law as now existing, and entertaining a firm belief that no class 
of borrowers of money can be affected unfavorably, but that all interests will be 
benefited by a removal of the barriers that the law has interposed to prevent the 
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free and secure employment of capital, the undersigned would fain entertain 
the hope that their endeavors to bring the subject again to the consideration of 
the Legislature, may be attended, on this occasion, with a favorable result. 

As this question has often engaged the attention and occupied the time of your 
Honorable bodies, the undersigned have endeavored to compress, within as brief 
a space as possible, the arguments they now beg leave to adduce in favor of their 
Petition. 

They respectfully ask for the repeal of the Usury Law. 

1st. Because experience has proved that it is entirely useless for the accom- 
plishment of the end proposed. 

The legal rate of interest in this State is fixed at seven per cent., which, it is 
respectfully urged, is more beneficial for all interests, and on every account, than 
the lower rate sometimes proposed of six percent. Yet a higher rate than seven 
per cent. is continually, nay, almost daily taken, and amid the changes of the 
money market will continue to be required and paid, notwithstanding the re- 
strictions and the penalties of the law. 

2d. Because no person has ever been indicted under its provisions by a Grand 
Jury, while the law itself has been presented as “‘a powerful temptation to fraud 
on the part of debtors, highly injurious to public morals as well as the lawful 
business of the people.” 

3d. Because the law has operated, under legal construction, in favor of 


borrowers, enabling them to deceive the lenders of money, and deprive them of 


their property, by pleading usurious consideration as a bar to payment. 

4th. Because it is unjust to the borrower as well as to the loaner of money. 
The injustice and unequal bearing of the law may be seen in the fact, that twelve 
per cent. is lawfully permitted to be collected on unpaid taxes before the sale of 
property ; ten per cent. interest is to be paid on redeeming property sold under 
mortgage ; and twenty per cent. is allowed to a pawnbroker on good security; 
whereas, in negotiating business paper, or promissory notes, or securities of that 
description, parties receiving more than seven per cent. interest are liable to lose 
their money, and are also guilty of misdemeanor, and subject to fine and im- 
prisonment. 

5th. Because money is a commodity subject to fluctuations in value according 
to its abundance or scarcity ; and consequently should not be subjected, under 
all circumstances, to a fixed rate or value, any more than articles of merchan- 
dise. 

6th. Because it prevents many capitalists from entering the market, as lenders, 
when money is scarce, inasmuch as, under the fear of the law, they are obliged 
to leave the field of gain to those who necessarily increase their price in propor- 
tion not only to the real scarcity of money, but to the extent of the risk incur- 
red; thereby unnecessarily enhancing the value of money to the borrower, who 
is compelled to make the sacrifice, by preventing competition among lenders. 

7th. Because the effect of the operation of the law, during a scarcity of money, 
is to lock up capital, and thereby depreciate the value of real estate, as well as 
that of all commodities, and but too frequently to reduce the wages of labor, 
paralyze the arm of industry, and indirectly affect the morals of the community. 

8th. Because the repeal of the present and the enactment of a new law, retain- 
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ing the existing legal rate of seven per cent., when no contract exists, and leaving 
the rate above or below the legal standard to be agreed on between the parties to 
the contract, would be the means of bringing capital from other quarters to our 
State in search of investment; of relieving the money market during a pressure, 
and preventing many of the various sacrifices which are the usual consequence ; 
and, above all, by restoring confidence to capitalists in the use and employment 
of money, under the protection of our laws, it would reduce the price by creat- 
ing competition among lenders, and tend more effectually to equalize and estab- 
lish the rate of interest on a sure foundation than any legal enactment whatever 
could possibly accomplish. 

The undersigned at the same time would beg leave to add, that if the princi- 
ple of gradual reform shall alone find favor with the Legislature, they would then 
earnestly entreat that the penalty exacting the forfeiture of the money lent, 
may no longer find a place on our statute book, but that whenever usury is 
pleaded in fear of payment, the excess only above the legal rate shall be return - 
ed to the borrower. 

Your memorialists would respectfully suggest that if the present usury laws 
be repealed entirely, that the new law should not extend its operations to the 
loan or forbearance of money, upon the security of lands or tenements, for the 
collecting of interest over the present legal rate, nor authorize any Bank or 
Banking Association to discount any bills, notes or other securities at any rate 
of interest above that now authorized by law. 

With such provisions, it is believed that the principal objection to the repeal 
or alteration of the usury laws will be removed, and your memorialists will ven- 
ture to predict, with confidence, that the change they ask for, would tend to secure 
the reward of labor, stimulate the efforts of industry, and assist the trade and 
commerce of our State; while in its effects, without injuring any interest or class 
of interests, it would restore confidence, already too rudely shaken, and thus 
directly promote the general prosperity. 

New York, January 17th, 1850. 





THE USURY LAW OF CONNECTICUT, ADOPTED JUNE 22, 1849. 


Sec. 1. Be it enacted by the Senate and House of Representatives in General Assembly conven- 
ed, Every person who shall take, accept or receive, by means of any bargain, loan, exchange, con- 
veyance or otherwise, more than the sum of six dollars for the forbearance of one hundred dollars 
in money, or other property of that value, for a year, and after that rate for a greater or less sum, or 
for a longer or shorter time, shall forfeit the value of the money, or other property so taken, accepted 
or received for forbearance, one half to him who shall prosecute to effect, and the other half to the 
treasury of the State. 

Sec. 2. The second section of the act to which this is an addition, is hereby repealed, but this 
repeal shall not affect suits now pendiug, nor forfeitures already incurred under said section. 

Sec. 38. Contracts hereafter made, by which there shall be reserved or taken more than at the rate 
of six dollars for the hundred, in violation of the first section of the act to which this is an addition 
shall not be utterly void ; but such contracts shall be void as to the whole sum and amount reserved 
or taken for forbearance ; and whenever a contract shall be made in violation of said first section, 
and an action shall be brought on such contract, or any renewal thereof, if money or other property 
for forbearance has been actually paid on the contract, the value thereof shall be deducted from the 
debt, and judgment rendered for such a sum as that the plaintiff shall have, in the whole, the 
amount originally lent only, without interest ; and the provisions of this section shall apply not only 
to cases where usurious interest is reserved or taken at the inception of the contract, but also to 
cases where interest, beyond the rate allowed by law, is reserved or taken for further forbearance of 
loans previously made. 
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BANK STATISTICS. 


Banks of Massachusetts, October 6, 1849. 


Boston Banks. 


Atlantic, 

Atlas, . e ° . 
Boston, . ‘ ° 
Boylston, 
City, ° : . ° 
Columbian, . ‘ ° 
_. |i ae 
Exchange, . 
Freeman’s, . 

Globe, . ° 

Granite, P ° 
Grocers, - P 
Hamilton, ; é 
Market, . ‘ ° 
Massachusetts, ° ° 
Mechanics, . ° ° 
Merchants, . ‘ " 
New England, . ° 
North, ‘ 
Shawmut, 

Shoe & Leather Desker's, 8, 
State, . ‘ ‘ . 
Suffolk, ‘ 

Traders, 

Tremont, 

Union, P ‘ 
Washington, 


Andover, ° ‘ ° 
Beverly, as 
Danvers, . 
Village, Danvers, 
Warren, Danvers, 


587 


Capital. Circula’n. Circul’n Profits. Due Banks. Deposits, 
under $5. 


$500,000 $264,550 $67,690 $74,090 


500,000 
900,000 
200,000 
1,000,000 
500,000 
500,000 
500,000 
250,000 
1,000,000 
500,000 
250,000 
500,000 
560,000 
800,000 
120,000 
3,000,000 
1,000,000 
750,000 
500,000 
747,495 
1,800,000 
1,000,000 
400,000 
500,000 
800,000 
500,000 


143,335 
237,283 
135,790 
155,160 

90,000 
140,015 
287,520 
153,640 
146,980 
178,265 
178.910 
181,440 
149,375 
124,404 
111,095 
687,805 
172,684 
186,909 
143,235 
213,837 
280,442 
119,110 
173,395 
165,430 
206,430 
110,410 


14,428 
57,484 
49,294 
26,660 
35,870 
22,169 
54,610 
28,658 
27,163 
20,882 
47,312 
24,867 
14,976 
27,983 39,991 
29,697 18,695 

462 310,263 
35,000 83,237 
32,566 40,437 
13,761 43,349 
42,231 69,994 
38,931 156,702 
13,035 290,805 
33,477 38,881 
38,409 66,528 
18,009 63,571 
17,298 14,009 


28,589 
80,063 
14,020 
88,462 
26,616 
30,949 
31,923 
29,594 
118,194 
36,861 
5,159 
65,678 
96,311 


COUNTRY BANKS—LIABILITIES. 
$250,000 80,260 gu, 641 $17,207 


Manufacturers, Georgetown, 


Gloucester, 

Haverhill, 

Merrimack, Haverhill, 
Bay State, Lawrence, 
Laighton, Lynn, 

Lynn Mechanics, . ‘ 
Grand, Marblehead, 
Marblehead, 

Mechanics, Newtiarypert, 
Merchants, Newburyport, 


125,000 
150,000 
120,000 
120,000 
100,000 
200,000 
149,700 
180,000 
241,900 

90,750 
150,000 
100,000 
129,000 
200,000 
210,000 


78,465 
54,120 
74,505 
60,840 
21,495 
142,315 
51,510 
42,295 
133,930 
47,970 
88,575 
56,220 
55,720 
50,000 
65,645 


5,849 
3,139 
5,108 
4,820 
1,973 
17,941 
13,279 
10,625 
5,031 
1,275 
10,988 
533 
245 
3,270 
12,689 


" 9,894 
26,136 
13,041 
14,179 
16,834 
19,161 
26,814 
31,803 
24,228 
22,143 
20,852 
14,697 
18,852 
14,870 


$67,301 $255,312 


113,656 
49,936 
87,088 
67,248 

111,839 

571 

270,165 
96,300 
71,170 
28,099 
54,562 
26,889 

673,114 

214,202 
45,798 

128,721 

183,095 
84,000 

1,787.379 
74,125 

190,714 
57,836 
11,000 


$359 
825 
1,614 
11,080 
2,555 
278 
953 
251 
4,125 
193 

23 
15,576 


7,207 
2,322 


195,881 
489,893 
113,976 
440,644 
147,991 
368,361 
219,921 

96,398 
414,788 
200,609 
100,175 
194,213 
250,201 
277,094 

47,559 
718,097 
380,094 
261,358 
177,148 
166,013 
540,537 
191,451 
204,361 
300,800 
362,907 
173,516 


$4,572 
32,565 
22,310 

9,682 
33,078 
26,104 
53,811 
14,778 
19,858 
21,061 
23,886 
24,047 
14,516 
10,084 
36,144 
62,825 
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Liabilities. Capital, 


Ocean, Newburyport, , >» $100,000 
Asiatic, Salem, ° . e 200,000 
Commercial, Salem, e ‘ 200,000 
Exchange, Saiem, « « 200,000 
Mercantile, Salem, e ° 200,000 
Merchants, Salem, ° ° 200,000 
Naumkeag, Salem, e e 500,000 


Salem, . : ‘ 250,000 
Powow River, Salisbury, e 100,000 
Brighton, ° ‘ ‘ ‘ 250,000 
Cambridge, . ‘ ° 100,000 


Charles River, Camtatige, - 100,000 
Bunker Hill, Charlestown, . 200,000 
Concord, ° é é : 100,000 
Framingham, ce « —e 
Appleton, Lowell, P e 150,000 


Lowell, . ‘ ‘ P ° 200,000 
Railroad, Lowell, . ; 3 600,000 
.-ewton, . ‘ é ° 100,000 


Waltham, . . . .« 100,000 
Fitchburg, . . . . 200,000 
Lancaster, . e ‘ A 125,000 
Leicester, . ° ‘ e 100,000 
Millbury, ° . ‘ e 50,000 
Oxford, . e ° ° ° 100,000 
Southbridge, . ° . ° 100,000 
Blackstone, Uxbridge, . . 100,000 
Central, Worcester, ; ‘ 150,000 
Citizens, Worcester, ‘ ; 150,000 
Mechanics, Worcester, . ° 100,000 
Quinsigamond, Worcester, . 100,000 


Worcester, . ‘ p 200,000 
Holyoke, Northampton, ° 150,000 
Northampton, ° . 200,000 
Hampshire Manafeetasers, Ware, 200,000 
Franklin County, Greenfield, 59,116 


Greenfield, . ‘ ? ° 150,000 
Cabot, Chicopee, . ° . 150,000 
Agawam, Springfield, . ° 200,000 
Chicopee, Springfield, . . 300,000 
Springfield, . ° e ° 250,000 
Western, Springfield, . ‘ 56,050 
Hampden, Westfield, . ° 100,000 


Adams, . $ - «100,000 
Mahaiwe, G. Dorsingion, ° 100,000 
Lee, . - 100,000 


Agricultural, Pittsfield, p 150,000 
Housatonic, Stockbridge, . 100,000 
Neponset, Canton, . ° 100,000 
Dedham, 5 : 200,000 
Dorchester and Milton, . 100,000 


Circul’n. Circul’n Profits. Due Banks. Deposits. 
under $5. 


$83,440 $19,773 $21,187 g. . $47,781 
94,453 16,951 19,454 9,767 79,170 
33,145 31,694 17,545 707 = 45,448 
76,420 22,256 10,744 .. . 44,613 
63,023 14,345 1,448 . . . 38,874 
39,355 9,277 3,183 2,825 88,030 
111,283 38,621 19,077 6,006 67,326 


16,960 12,590 4,147 6,521 39,036 
64,245 12,977 9,570 215 4,700 
249,345 18,115 17,038 91 45,771 


56,860 10,619 10,757 . . . 23,886 
62,255 21,189 12,274 .. . 384,419 
141,420 32,234 13,9738 . . . 145,569 
61,690 12,269 7,781 .. . 14,038 
114,565 49,478 6,248 . . . 17,210 
125,385 26,516 7,941 . . . 75,262 


123,986 34,262 25,904 703 = 88,227 
291,160 66,232 80,439 21,031 36,766 
89,445 24,161 3,602 125 =. 21,140 


80,625 12,544 5,75 ia 7 
157,675 17,180 5,820 .. . 81,232 
113,445 19,388 11,736 ... 2,743 
98,155 23,626 9,370 .. . 12,304 
24,438 7,413 4,000 722 7,316 
70,945 16,527 1,505 154 «6,986 
69,510 15,695 2,414 2,818 6,250 
41,435 16,500 11,837... 12,887 
119,306 17,275 13,587 .. . 27,920 
91,020 16,085 25,771 3,609 41,195 
104,305 19,256 3,690 . . . 38,328 
66,150 14,119 5,887 1,078 41,294 
115,940 33,852 18,327 3,608 84,798 
169,760 17,608 3,152 200 21,688 
138,000 24,562 32,468 9,215 22,178 
142,615 31,785 5,859 2,226 11,880 


57,395 9,903 1,24 ... 2,668 
98,875 28,731 14,017 124 18,809 
95,935 23,215 16,886 200 19,628 
111,255 23,256 6,833 611 34,026 


163,407 36,489 11,732 2,335 92,700 
115,860 23,966 27,713 7,947 59,851 
56,275 13,632 1,324 3,261 3,373 
79,178 22,488 10,344 . . . 12,279 


83,510 9,065 18,158 1,483 10,599 
90,415 22,602 3,934 108 =—s:17,336 
96,820 26,976 11,115 8,783 7,031 
130,335 15,472 32,097 647 47,752 
70,210 17,615 23,774 569-15, 132 
35,365 19,543 2,048 . . . 17,153 
90,883 22,021 34,745 593 47,696 


45,860 15,483 602 204 = 36,355 
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Country Banks. Capital. Circul’n. Cireul’n Profits. Due Banks. Deposits. 
under $d. 

Mattapan, Dorchester, - $100,000 $73,205 $23,214 $3,345 8 . . $13,506 
Quincy Stone, Quincy, : 100,000 75,220 18,514 8,028 .. . 25,774 
Randolph, 2 ° ‘ 150,000 70,910 26,545 25,305 .. . 30,980 
People’s, Roxbury, . 150,000 70,650 19,316 6,052 ... 76,491 
Union B’k of Weym’th & Braint’ , 100,000 71,500 16,149 8,830 805, 17,608 
Wrentham, ° ° ‘ 150,000 52,949 21,710 7,089 ... 6,100 
Attleborough, . ‘ 4 100,00) 21,555 15,547 12°065 2,267 6.973 
Fairhaven, ° ‘ "i 200,000 57,485 7,514 3,711 622 36,533 
Fall River, ° “ 300,000 70,010 29,260 7,156 10,809 100,026 
Massasoit, Fall ine, . 100,000 49,000 8,318 8,793 356 =. 27,618 
Bedford Comm’l, New Bedford, 400,000 108,310 12,118 19,244 612 87,366 
Marine, New Bedford, ° 300,000 130,690 23,817 12,698 9,826 122,038 


Mechanics, New Bedford, . 200,090 37,185 25,452 3,900 2,387 33,230 
Merchants, New Bedford, . 400,000 122,610 25,496 35,465 22,965 137,628 


Pawtucket, 5 ‘ 100,000 382,165 9,434 3,906 1,042 48,554 
Bristol County, on P 200,009 90,126 22,491 16,556 3,075 = 35,211 
Machinists, Taunton, Pe 100,000 389,450 10,175 746 2... = 16,859 
Taunton, ‘ P 200,000 92,820 27,894 13,355 20,666 67,256 
Hingham, P ‘ 105,000 78,003 21,673 9,917 is 2 a 
Old Colony, Plymouth ‘ 100,000 72,100 19,082 15,948 .. . 32,048 
Plymouth, ‘ : 100,000 90,420 23,812 13,661 a 9,697 
Wareham, ‘ ‘ ‘ 100,000 63,495 13,831 3,350 887 34,926 
Falmouth, . . 100,000 62,100 11,482 3,881 de: gets 4,949 
Barnstable, Sent, . 200,000 122,815 11,762 21,553 ... 9,373 
Pacific, Nantucket, . ‘ 2u0,000 103,950 16,805 11,413 4,806 109,909 

Boston Banks. Coin. Real Bank Notesof Bank Loans. 

Estate. Notes. other Bks. Balances, 

Atlantic, ‘ ‘ - $23,958 $39,000 $45,825 8 . . $155,489 $973,672 
Atlas, . ‘ , ‘ 30,536 s . . 59,205 .. . 24,373 881,77 
Boston, n Pe . 127,373 450,000 152 . . . 65,999 1,418,766 
Boylston, P ‘ . 15,010 . . . 81,997 . . . 69,615 396,457 
City, . i ‘ ‘ 50,020 30,000 52,820 . . . 64,402 1,600,774 
Columbian, . ‘ ‘ 55,134 ... 4,842... 50,441 650,059 
Eagle, ‘ P 83,471 . . . 109,514 . . . 21,815 913,942 
Exchange, ‘ ‘ P 19,689 . . . 182,605 . . . 43,325 960,194 
Freeman’s, ‘a ‘ 2 23,235 11,767 6,362 2,320 77,244 437,934 
Globe, . ‘ . i 160,836 55,682 186,175 . . . 128,957 1,450,638 
Granite, o P . 55,474 . . . 93,601 . . , 39,190 845,652 
Grocers, ‘ ‘ ‘ SEE + es 9,812 486,928 
Hamilton, , ‘ ‘ 61,159 . . . 82,094 . . . 44,114 816,929 
Market, i . ‘ 40,605 .. .112,9288 ... 17,890 954,902 
Massachusetts, . ‘ 61,170 75,812 66,08 ... 44,909 1,058,386 
Mechanics, - P ‘ 18,741 16,359 1,714 25 60,443 239,773 
Merchants, . ‘ ‘ 245,196 145,000 419,285 . . . 86,111 4,494,149 
New England, . . e 103,928 30,000 101,859 . . . 101,451 1,547,979 
North, . ; ‘ : 63,018 . . . 83,997 19,000 26,058 1,124,994 
Shawmut, P ‘ a ie 22,979 827,722 


Shoe & Leather Radin. i 69,296 . . . 938,835 aie 71,032 1,197,592 
State, . ° e e 113,470 . . . 189,847... 20,000 2,627,294 








as 





590 Bank Statistics. 
Boston Banks, Resources. Coin. Real Bank Notes of Loans. 
Estate. Notes. other B’ks. mces. 
Suffolk, $369,610 $100,000 $532,178 $247,200 $725,193 $1,427,598 
Traders, 53,597 1,160 33,810 . . . 63,283 772,389 
Tremont, 70,229 40,000 115,631 27,932 998,088 
Union, . - 102,175 130,000 54,198 . 89,748 1,182,631 
Washington, 23,394 57,345 ‘ 16,889 728,604 
COUNTRY BANKS—RESOURCES. 

Andover, $6,574 $5,000 $1,277 $176 $4,933 $356,079 
Beverly, 4,778 1,072 3,789 . . . 15,645 217,418 
Danvers, 2,214 4,700 See « 6 6 1,058 231,455 
Village, Danvers, 2,521 1,800 6,472 90 21,011 214,617 
Warren, Danvers, ; See ot Gas 20,614 206,114 
Manufacturers, Georgetown, 3,431 1,200 306 14,788 144,304 
Gloucester, " 8,787 6,956 7,700 35,531 372,879 
Haverhill, A ’ 3,872 5,000 894 oe 8,947 229,967 
Merrimack, Haverhill, 3,925 2,000 2,665 452 18,481 256,193 
Bay State, Lawrence, 6,921 19,400 1,602 507 49,513 355,976 
Laighton, Lynn, Ome « «4 7,216 . . . 16,342 158,366 
Lynn Mechanics, 5,310 10,000 3,7! 1,222 7,042 284,050 
Grand, Marblehead, . 2,897 8,700 108 $1,627 148,877 
Marblehead, 6,693 6,000 288 . . 28,002 164,763 
Mechanics, Mowburypert, 9,7: 9,000 2,000 163 27,950 266,570 
Merchants, aaa it 9,693 6,000 =. 2,705 304 45,042 304,698 
Ocean, . 10,058 2,500 4,935 2,274 53,276 199,137 
Asiatic, Salem, 9,563 - « 16,000 576 49,798 343,859 
Commercial, Salem, 2,075 4,500 6,028 1,557 5,823 308,552 
Exchange, Salem, 6,660 4,000 1,011 3 9,046 333,313 
Mercantile, Salem, 4,603 7,500 9,251 15,376 270,960 
Merchants,Salem, . 5,437 ousm 2,941 ‘ 17,147 317,147 
Naumkeag, Salem, 13,698 «ce saa 22,868 692,563 
Salem, 2,971 3,377 1,398 21,704 298,802 
Powow River, Salisbury, 4,628 ie ape 87 . - 10,363 176,630 
Brighton, ‘ 11,604 2,474 18,349 631 561,735 495,566 
Cambridge, 3,710 6,000 1,686 120 20,962 169,643 
Charles River, Quutitien, 7,027 —o 792 52 23,091 199,175 
Bunker Hill, Charlestown, 52,339 20,000 13,738 3,981 49,696 393,441 
Concord, : 6,686 2,400 1,742 211 18,676 166,061 
Framingham, . 8,129 14,035 3,249 39 27,354 334,689 
Appleton, Lowell, 5,144 14,000 8,847 469 60,328 296,315 
Lowell, . . 4,954 10,065 300 = 61,199 396,563 
Railroad, Lowell, 18,535 a 1,199 282 5,000 1,070,612 
Newton, 4 ‘ 4,363 5,898 3,450 178 21,491 203,092 
Waltham, 6,465 5,500 3,227 420 12,860 178,434 
Fitchburg, 19,151 1,400 547 202 61,714 328,892 
Lancaster, ‘ > 3,622 1,000 581 77 = 25,256 =. 241,775 
Leicester, “ ° 3,532 1,000 2,390 38 37,947 198,548 
Millbury, ‘ 2,792 + cece 303 12 7,555" 83,226 
Oxford, e ° 4,158 1,888 1,772 336 =. 31,803 —-156,160 
Southbridge, . ° 3,868 10,715 901 946 330 179,926 
Blackstone, Uxbridge, 4,876 584 185 903 10,947 165,163 





ss" 


Resoumes. 


Central, Worcester, 

Citizens, Worcester, . - 
Mechanics, Worcester. 
Quinsigamond, Worcester, . 
Worcester, 

Holyoke, N: orthampton, 
Northampton, 

Hampshire Manufacturers, Ware, 
Franklin County, Greenfield, 
Greenfield, ° . 
Cabot, Chicopee, 

Agawam, Springfield, 
Chicopee, Springfield, 
Springfield, . . 
Western, Springfield, 
Hampden, Westfield, . 
Adams, . 

Mahaiwe, G. Barrington, 
Lee, . 

Agricultural, Pittsfield, 
Housatonic, Stockbridge, 
Neponset, Canton, 


Dedham, 

Dorchester and Milton, ‘ 
Mattapan, Dorchester, ° 
Quincy Stone, Quincy, 
Randolph, 


People’s, Roxbury, 


Union B’k of Weymouth & Braint’, 3,547 


Wrentham, . 
Attleborough, . 

Fairhaven, . Bs 
Fall River, 

Massasoit, Fall Sn 
Bedford Comm’l, New Bedford, 
Marine, New Bedford, 
Mechanics, New Bedford, 
Merchants, New Bedford, 
Pawtucket, 

Bristol County, Taunton, 
Machinists, Taunton, 
Taunton, 

Hingham, 

Old Colony, Piymeuth, 
Plymouth, 

Wareham, 

Falmouth, 

Barnstable, Yarmouth, 
Pacific, Nantucket, . ° 


Bank Statistics. 


Coin. Real Bank Noteso, Bank 

Estate. Notes. other B’ks. Balances. 
$7,778 - - . §4,602 $1,460 

11,549 a 550 63 44,379 
6,646 9,969 7,362 41,895 
8,648 4,130 355 46,195 
12,081 4 258 624 48,895 
5,130 3,273 295 60,653 
84389 . . . 6,649 1,321 43,433 
7,715 3,785 530 66 10,232 
6,154 3,135 3,999 ... 39,259 
7,763 i) 224 29,478 
6,760 ... 23832 372 15,415 
6,975 6,973 12,351 1,341 28,622 
14,139 7,000 8,886 361 9,959 
20,914 7,200 8,361 3,403 59,682 
3,060 7,117 1,766 165 19,570 
7,258 3,500 605 1,770 17,210 
4,085 2,000 480 782 17,479 
4,290 2,733 «2,541 3,429 27,316 
6,715 2,330 578 243 36,794 
10,811 1,459 3,843 2,378 75,467 
4,848 2,000 ae 29,969 
Rs a écas Heres eens 8,332 
p> ¥en 224 64 25,303 
6,810 . 2,360 31 10,159 
6,201 ... SS76 « « 4,132 
6,117 4,850 2,876 46 24,962 
See 6 ss RO we es 11,029 
10,049 ... 1,677 155 27,301 
6,000 1,255... 4,801 
5,357 1,019 1,345 184 17,038 
4,274 3,900 246 557 4,859 
5,869 3,500 120 197 41,719 
6,300 7,718 4,269 ... 29.419 
GS .... AM 824 17,043 
7,157 18,000 7,341 3,271 20,170 
7,108 10,000 1,530 51 74,813 
5,020 9,000 593 228 500 
5,137 16,000 73 70 4,334 
2,430 15,095 213 ~=—«1,839 6,437 
8,580 8,000 408 59 18,957 
50. . «+ « «+. Se 231 10,530 
7,226 5,000 986 281 27,504 
8,218 25,697 13,769 36 8,521 
5,150 2,000 17,864 ... 40,204 
3,892 2,700 8,473 420 22,530 
1,517 6,085 1,869 12 11,410 
2,487 4,326 3,010 1,200 12,234 
4,542 2,000 53 35 14,174 
11,0388 12,000 1,969 205 60°176 
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Loans. 


$42,832 $271,415 


271,139 
199,707 
169,200 
390,666 
293,057 
366,582 
372,037 
77,839 
270,345 
281,494 
319,717 
566,318 
394,77 
102,236 
193,945 
197,989 
194,085 
204,066 
282,346 
190,015 
163,297 
357.896 
179,144 
199,063 
188.684 
284,324 
282,327 
199,289 
212,903 
143,670 
254,461 
469,555 
169,201 
571,710 
505,476 
286,864 
718,550 
169,087 
331,455 
152,603 
380,993 
209,637 
174,400 
199,484 
195,505 
159,104 
344,698 
361,496 
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RECAPITULATION 


LIABILITIES. 
Capital Stock paid in, 
Circulation of $5 and upwards, 
Circulation less than $5, 
Net Profits on hand, 
Balances due to other Banks, 
Cash deposited, 
Cash deposited bearing intesest, 


Total Liabilites, 

RESOURCES. 
Gold and Silver, 
Real Estate, 
Bills of Banks in this State, 
Bills of other Banks, " . 
Due from other Banks, 
Loans, 


Total Resources, 


Bank Statistics. 


OF THE MASSACHUSETTS BANKS. 


27 Banks in 
Boston. 


$19,577,495.00 
5,138,449.00 
832,922.00 
1,952,982.59 
4,494,818.44 
6,809,041.71 
480,266.7 


$39,285,975.44 








$2,104,741.43 
715,773.12 
3,078,274.37 
268,545.06 
2,103,708.42 
31,014,933.04 


$39,285,975.44 


BALTIMORE 


92 Banks out 
of Boston, 


$15,052,516.00 
7,875,745.00 
1,853,819.25 
1,059,013.62 
225,996.87 
3,066,275.26 
266,148.96 


$29,399,514.96 


$645,175.89 
410,388.55 
337,800.07 
52,531.50 
2,369,242.30 
25,584,376.65 








$29,399,514.96 


Total— 
119 Banks. 
$34,630,011.00 
13,014,194.90 
2,686,741.25 
3,011,996.21 
4,720,815.31 
9,875,316.97 
746,415.66 


$68,685,490.40 


$2,749,917.32 
1,126,161.67 
8,416,074.44 
321,076.56 
4,472,950.72 
56,599,309.69 


$68,685,490.40 


Comparative Condition of the Baltinore Banks, 1847, 1849, 1850. 


LIABILITIES. 
Capital, 
Circulation, . 
Deposits, 
Bank Balances, 
Undivided Profits, 
Total Liabilities, 
RESOURCES. 
Loans and Stocks, 
Specie on hand, 
Real Estate, 
Bank Balances, . . ° 
Bank Notes, 


Bonus, (Union Bank ) 
Bonus, (Bank of Baltimore, 


Total Resources, 


1 Jan. 1847. 
$6,959,329 
1,999,639 
3,367,732 
959,014 
701,291 
$13,988,005 
1 Jan. 1847. 
$10,746,533 
1,814,312 
379,467 
413,869 
592,936 
24,000 
16,897 








$13,988,005 


Dividends of the Baltimore Banks. 


NAME OF BANK. Capital. 
Merchants Bank, $1,590,000 
Union Bank, ‘ 916,350 
Farmers and Planters Bank, 60,625 
Chesapeake Bank, 341,293 
Western Bank, 308,289 
Franklin Bank, . 301,850 
Farmers and Merchants Bank, 393,560 
Marine Bank, : r 310,000 
Commerciai and Farmers, ° 612,569 
Bank of Baltimore, . ° 1,200,090 
Mechanics Bank, ° 591,276 








1 Jan. 1849. 7 Jan. 1850. 
$6,974,646 $6,975,794 
1,848,167 2,073,587 
2,974,732 3,840,409 
1,455,663 1,622,589 
631,591 712,833 
$13,884,799 $15,224,712 
1 Jan, 1849. 1 Jan. 1850. 
$10,440,539 $11,656,128 
1,895,909 2,127,983 
310,671 271,384 
724,802 542,789 
565,981 691,531 
20,000 18,000 
16,897 16,897 
$13,884,799 $15,224,712 
1847. 1848. 1849. 1850. 
6 6 6 Jan...3 
6 7 6 Jan.. .34 
7 7 7 Jan...4 
6 6 64 , Jan.. “3h 
6 6 6 Jan.. 
ea 6 6 Jan.. 3 
64 64 6 April — 
7 6 April — 
8 7 May — 
74 7 June — 
6 7 74 June — 








Gr) 
for) 
re) 
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OHIO. 
Quarterly Report of the Banks of Ohio, November, 1849. 
Eleven Inde- Forty State Five Old 
LIABILITIES. pendent Banks. Branches. Banks. 

Capital paidin, . . . . $690,410 $4,427,591 $2,011,226 
a 1,106,701 7,988,913 1,348,941 
Safety Fund Stock, ‘ r ° 1,097,178 76,866 re ee 
Individual Deposits, .  . 1,001,788 2,386,990 1,045,566 
Undivi \ed Profits, a oe 86,815 239,023 243,803 
Bills Payable, ; : ; 7 120,704 71,321 44,961 
Discount, Interest, &c., . . 5,682 725 42,286 
Dividends unpaid, : ‘ : 35,120 166,728 20,923 
Miscellaneous, . r ‘ ' 24,873 14,504 24,257 
Bank Balances, . ‘é . ‘ 158,384 289,650 845,475 
a 8,282 21,688 1,400 
Total Liabilities, $4,330,935 $15,684,000 $5,628,837 

Me. ss aw he sl! re $10,163,878 $3,498,626 
Specie, r i ‘ i. a 330,812 2,516,386 395,632 
Notes of other Banks, - . 231,858 570,258 79,213 
Bank Balances, . . . . 199,685 461,376 181,846 
Eastern Deposits, A ‘ ‘ 291,478 793,664 387,914 
Checks and Cash Items, . . 2,020 47,355 8,186 
Bonds with State Treasurer, P 1,176,007 824,157 ta 
Real and Personal Property, P 56,724 169,458 134,778 
Miscellancous, . . . . 110,716 137,467 242,642 
Total Resources, $4,330,935 $15,684,000 $5,628,837 


5 For a comparative view of the condition of the same banks in 1847, 
1848 and 1849, see page 354, current volume. 


wenn 


LEGAL MISCELLANY. 


DECISIONS OF THE COURT OF APPEALS OF KENTUCKY. 
Bills of Exchange. 


The place where a bill of exchange is dated is, prima facie, the residence 
of the drawer, and, in the absence of proof to the contrary, notice sent to 
that place will be good. Page & Stivers v. Prentice § Weisinger, Monroe’s 
Reports of Kentucky Court of Appeals, vol. V. 

A letter written by the drawee of a bill of exchange, before or after the 
drawing of the bill, promising to accept or protect the bill, may operate as 
an acceptance, although the holder may not be apprised of such letter, or 
thereby induced to receive the bill. ead & Son v. Marsh. ‘Ibid, 9. 

Bills of exchange payable in Massachusetts, where an annual fast day is 
observed by statutory regulation and the proclamation of the Governor, are 
properly protested on the day preceding the fast day when they fall due. 
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And the fact that a particular day was set apart by proclamation, may be 
proved by parol, as other facts of general notoriety, and a sworn copy from 
the statute is proof of the existence of the law. Chamberlain v. Mait- 
land & Co. Ibid, 448. 

The assignor of a note in which there was usury embraced, advanced 
money to the obligor to pay off the judgment on the note embracing usury, 
and which the obligor had filed his bill to avoid, and which he did pay off— 
Held, on bill filed by the obligor, to avoid the usury in the second note given, 
that usury in both notes might be avoided and relief granted. Jsuacke v. 
Ficklin. Ibid, 19. 

Usury which has been paid more than five years, cannot be reclaimed, 
but though it has been exacted and paid more than five years before suit to 
reclaim it, if a balance be paid within five years upon the note on which it 
was exacted, the usury paid to the extent of such balance paid upon the 
note within five years, may be reclaimed. Wood v. Gray. Ibid, 93. 

An administrator, who knowingly receives usurious interest of debts due 
to his intestate, is personally liable to refund, in an action of assumpsit, 
though he may have settled his accounts and paid out the funds to those 
entitled. Heasley v. Dunn. Ibid, 145. 

A charge for endorsing or accepting and advancing money, is not usurious, 
unless made to cover a usurious exaction ; but a charge for accepting and 
then for advancing money to pay the acceptance, is usurious and unwarranted ; 
especially when the commission merchant, (the acceptor,) has the funds in 
hand to pay. Rowland, Smith & Oo. v. Bull. Ibid, 150. 

Usury is recovered back upon the principle that it is extorted from the 
debtor under circumstances of necessity and oppression. Smith v. Berry. 
Ibid, 318. 

All bonds, conveyances, and so forth, intended to secure a greater rate of 
interest than six per cent, are void for the excess, but binding to that extent. 
Wells v. Porter & Oo. Ibid, 424. 


Banking, Bank Notes, &c. 


Orders for money in Kentucky should be payable at all events, not out of 
a particular fund or on a contingency to constitute them domestic bills of 
exchange, they are then negotiable. Strader, &c. v. Batcheler. 

These inland or domestic bills must be duly presented and diligence used 
by the holder, to make the endorser and drawer responsible. Jbid, 169. 

Days of grace are allowed upon them, and although never presented for 
acceptance, the demand must be upon the last day of grace. did, 170. 
(1 Peters, 25; 12 Johnson. ) 

Bank notes issued by a State Bank are not bills of credit within the 
meaning of the Constitution of the United States: Briscoe v. Bank of 
Commonwealth. (7 J. J. Marshall, 349; 11 Peters, 257.) 

The execution of a note payable to a corporation, is an admission of the 
existence of such a corporation at the date of the note: (1 J. J. Mar. 380 ; 


6 B. Mon. 601.) 





596 Legal Miscellany. 


A plea in such case averring the non-existence of the corporation, should 
set forth the facts by which it ceased to exist, or it will be bad. 

A plea denying the existence of a corporation which is plaintiff, is a plea 
in abatement, and should be so pleaded—not in bar. (4 B. Mon. 203.) 

Pleas should aver facts not conclusions of law only. 

In a plea averaging the illegal reservation of usury, where the note is 
payable in another State, it is necessary to aver what is the legal rate of 
interest in that State. 

A protest regularly made, in due form, is necessary to a recovery against 
drawer or endorser, of a foreign bill of exchange, in the Courts of Kentucky, 
and presentation and noting for non-payment, must be by a notary in person, 
and such presentation and noting by the clerk of the notary, is not suffi- 
cient, unless there be proof that presentment and demand of payment by 
the clerk of the notary is sanctioned by the custom of the city or place 
where the bill is payable. Chenoweth & Co. v. Chamberlain, 61. 


COURT OF APPEALS OF THE STATE OF NEW YORK, DECEMBER, 1849. 


Opinion of Judge Bronson. 


David Leavitt, Receiver of the North American Trust and Banking Company, v. Blatchford 
and others. 


I shail assume, but without intending to express any opinion on the sub- 
ject, that the purchase of the five thousand shares of the capital stock of the 


bank, and all the acts of the bank, its officers and agents, relating to that 
transaction, down to the time of executing the trust deed and the accom- 
panying securities, were legal in their nature, and within the legitimate 
powers of the corporation. The case, then, so far as it will come under 
consideration, and speaking of it from the face of the papers, is shortly this : 
The bank, on the 2d of March, 1840, gave Thomas E. Davis a letter of 
credit on Messrs. Palmers, Mackillop, Dent & Co., of London—of whom, 
for the sake of brevity, I shall hereafter speak as the Palmers, or Palmers 
& Co.,—for forty-six thousand eight hundred and seventy-five pounds ster- 
ling, for which sum Davis was to draw bills on the Palmers at nincty days 
sight, which were to be covered by him at maturity, with the right of 
renewal in a certain event. Davis drew the bills, and they were accepted 
by the Palmers. They were twice renewed, and the third set was running 
at the time the trust deed was executed. The bank was not then a debtor 
to Palmers & Co., on account of this transaction, but was under a contingent 
liability which would make it a debtor, in ease the bills should not be pro- 
vided for by Davis at maturity. In this state of things, the bank, on the thir- 
tieth day of November, 1840, made forty-eight negotiable promissory notes 
amounting in the aggregate to forty-nine thousand five hundred and seventy- 
five pounds sterling. payable twelve months after date with interest, to the 
order of William R. Cook, a teller in the bank, who endorsed the notes, 
and they were then delivered to the Palmers on account of the liability 
which has been mentioned. The bank at the same time, and as part of the 
same transaction, executed the trust deed, and assigned the stocks, bonds and 
mortgages mentioned in the schedule to the deed, for the purpose of securing 
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the payment of the forty-eight promissory notes. These undertakings and 
securities the complainant seeks to set aside as illegal and void. 

The first question which I shall consider is upon the validity of the notes, 
and I feel no difficulty in agreeing with the Supreme Court that the notes 
are illegal and void. They were issued in direct violation of a statute, 
which provides that ‘no banking association” ‘‘ shall issue or put in circu- 
lation any bill or note of said association,”’ ‘‘ unless the same shall be made 
payable on demand, and without interest ;”’ and every violation of the sec- 
tion by any officer or member of a banking association ismade a misdemeanor, 
punishable by fine or imprisonment, or both, in the discretion of the Court. 
( Statutes of 1840, p. 306, § 4.) The notes were not made payable ‘on 
demand,”’ nor ‘‘ without interest ;”’ but had a year to run, and were then 
payable with interest. It is said on the part of the defendants, that the 
prohibition only applies to bills and notes which are capable of circulating as 
money. But the Statute contains no such qualification. In terms, it 
extends alike to all bills and notes issued by a banking association ; and 
there is no reason to suppose that the legislature intended it should have a 
more restricted application. And besides, negotiable promissory notes and 
bills of exchange, payable at a future day, when issued by a bank in good 
credit, may perform, to a great extent, the office of a circulating medium. 
This has never been doubted by those who have considered the subject. 
(Safford v. Wyckoff, 1 Hill, 11; Smith v. Strong, 2 id. 241; Bank of 
Orleans v. Merrill, id. 295; Attorney General v. Life and Fire In- 
surance Co., 9 Paige, 470; Ontario Bank v. Schermerhorn, 10 id. 109; 
Bank of England v. Anderson, 3 Bing, N. C., 589; Booth v. Bank of 
England, 6 id. 415.) Indeed, the fact that such paper may enter into 
the currency of the country is matter of history. itness the post notes 
of the late Bank of the United States, and the negotiable notes and bills of 
some of our own banks, which followed, though on a more humble scale, both 
the frauds and the bankruptcy of the national institution. The issuing of 
such paper belongs to mercantile and commercial transactions, and not to 
the business of banking. Experience has shown that the banks which 
engage in such enterprises are rotten, and sooner or later will end in defraud- 
ing the community. In addition to the North American Trust and Banking 
Company, several others of the general law banks had been engaged in 
issuing such paper before the act of 1840 was passed ; and such of those 
institutions as had not already failed, were soon afterwards in a state of bank- 
ruptey. Great frauds upon the public had been committed. The legislature 
saw the evil, and evidently intended to cover the whole ground, by using the 
most general and comprehensive terms: ‘‘ no banking association shall ¢sswe 
or put in circulation any bill or note, unless,” &c. There had long been a 
similar statute in relation to the safety fund banks ; (Statute 1829, p. 178, § 
35,) and the act of 1840 was passed to extend the express prohibition to 
the general law banks, which had come into existence ata later period. That 
these statutes extend to negotiable promissory notes and bills of exchange 
payable at a future day, has been decided both here and elsewhere. ( Swift 
v. Beers,3 Denio,70; Tylee v. Yates, 3 Barb, 222; Root v. Goddard, 3, 
McLean 102; Hayden v. Davis, id. 276; and see Ontario Bank v. 
Schermerhorn, 10 Paige, 113.) No judge has, I think, ever expressed a 

47 
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different opinion. Although the judgment of the Supreme Court in the 
ease of Safford v. Wyckoff, (1 Hill, 11,) which was upon a bill of exchange 
drawn in 1839, was reversed by the Court of Errors, no one seems to have 
doubted that the future issue of such paper was prohibited by the Act of 
1840. (4 Hill, 442, 454, 460, 461.) And it probably never would have 
been doubted had it not aeen for the bold and reckless manner in which the 
officers of the North American Trust and Banking Company continued to 
issue such paper after the statute was passed, and the impunity which they 
have since enjoyed. 

As the issuing of the notes was expressly prohibited by law, it is impossible 
to maintain that they are valid securities. Zo hold that they can be en- 
Sorced against the bank, would be going very far towards defeating the 
end which the legislature had in view. That they are void, has been ad- 
judged in several of the cases already cited ; and I am not aware of any 
authority to the contrary. The legal liability, on account of which the notes 
were issued, still remains, but the notes themselves are void. 

The trust deed does not speak of promissory notes eo momine, but recites 
that the company had on that day executed and delivered to Palmers & Co. 
their certificates of deposit, payable in twelve months from date, with interest. 
Such instruments whatever names the parties may give them, are promissory 
notes. They are engagements to pay certain sums of money to the persons 
therein named, at a specified time, at allevents. A promissory note imports 
a consideration, and none need be mentioned. But though a consideration 
be mentioned in a written promise to pay money, whether it be done in 
general terms, as by the words, ‘for value received,” or by specifyin 
the kind of value, as a deposit of money, it is still a promissory note. And 
if certificates of deposit, payable to the Palmers at a future day, had been 
issued in lieu of the notes which were actually delivered, they would have 
been promissory notes, coming equally within the prohibition of the statute, 
and being equally void. ( Bunk of Orleans v. Mervill, 2 Hill, 295; 
Southern Loan Oo. v. Morris, 2 Bar.175; and see Oraig v. State of 
Missouri, 4 Peters, 433.) Indeed, I did not understand the defendants’ 
counse! to deny that certificates of deposit, payable at a future day, are 

romissory notes ; but it was said not to appear that the certificates were to 
& made negotiable. I will not stop to inquire whether the statute 
extends to notes which are not negotiable: (see Ontario Bank v. Scher- 
merhorn, 10 Paige, 113, 114;) for I think it quite evident that the certi- 
ficates were to be negotiable. The notes actually issued with the trust deed 
were negotiable, and the statement at the foot of the notes, that they were 
issued in pursuance of a trust deed, and that the payment of them was 
paced j by the assigned securities, shows that it was intended that they 
should pass beyond the hands of the Palmers; and although the fact does 
not expressly appear, it is plainly inferrible that all the various written 
engagements to pay money which the bank had before made and sent 
abroad for sale in foreign markets, were in a form to pass from hand to hand, 
by mere delivery. In a letter of the president of the bank to the Palmers, 
dated the 22d of October, 1838, he speaks of the certificates of deposit, 
issued by the company, as a part of its ‘‘ course of banking’? —as “ repre- 
sentatives of money,” loud “upon the credit of the company ;”’ and 
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several of those instruments, amounting in the aggregate to £22,500 ster- 
ling, were sent to the Palmers, with the letter, ‘‘to be sold” to other 

rsons than the payees named in them, with an assurance that the capital of 
the bank would “ afford an abundant indemnity to the holders.”” There are 
many other things in the case, going to show that all of the engagements oi 
the hank to pay money, which were sent abroad, were in a negotiable form. 
But without looking into other transactions, it sufficiently appears from the 
trust deed, that the obligations which were to accompany it, by whatever 
name they might be called, were to be made negotiable. The trust was 
not created for the security of the Palmers alone, to whom these certificates 
were to be executed and delivered, but after a default in payment, the trus- 
tees were to stand possessed of the assigned securities in trust for the ‘‘ hold- 
ers’’ of the certificates, and were to proceed to the realization of the securities, 
by sale or otherwise, and pay over the moneys “‘ unto the said Palmers, 
Mackillop, Dent & Co., or any other parties who may then be the holders of 
said certificates, until the amount owing to the holders of the said certifi- 
cates of deposit, shall be fully paid.’ A subsequent clause in the deed is 
in nearly the same words, and other parts of the instrument show that the 
certificates were to pass beyond the hands of the payees. It is impossible 
not to see that the parties intended the certificates should be negotiable 
instruments. If, therefore, certificates of deposit, instead of post notes, had 
been issued, they would, as negotiable promissory notes, have been open to 
the same objection, which overturns the instruments which were actually issued. 

The next question is upon the validity of the trust deed ; and I am una- 
ble to separate that instrument from the fate of the notes or certificates of 
deposit. Both were executed at the same time, and as parts of one and the 
same transaction. The deed was made to give the greater credit and cireu- 
lation, and secure the ultimate payment of the illegal notes or certificates of 
deposit, and I do not see how the deed can stand, when the other instru- 
ments must fall. It is true that both had a good consideration in the exist- 
ing liability of the bank to indemnify the Palmers against the bills which 
had been drawn and accepted under the letter of credit. But neither a 
prior debt nor any other good consideration will support a new contract 
which is in itself contrary to the provisions of law. And although it is 
true in this case that the payment of the notes would have the effect of dis- 
charging the prior liability of the bank to the Palmers, yet the deed was 
made to secure the performance of the new contract. he recitals in the 
deed show an intention to indemnify the Palmers, as acceptors, against the 
bills which Davis had drawn under the credit ; but the parties intended to 
effect the object in an illegal manner, to wit, by issuing prohibited certifi- 
cates of deposit, and assigning certain property to secure the payment of the 
certificates. A legal purpose must be carried into effeet by legal means. 
When we get beyond the recitals, and come to the covenants and stipula- 
tions in the deed, there is not a single word about the prior liability of the 
bank, but the whole is about the certificates of deposit. The trustees are to 
hold the assigned securities until the certificates of deposit shall be paid ; 
to hoid the securities in trust for the bank until default shall be made 
in the payment of the certificates of deposit; and after default, in 
trust for the holders of the certificates of deposit. And the ‘rustees 
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are thereon to proceed to the realization of the assigned securities, and 
pay over the moneys to Palmers & Co., or to the other holders of the cer- 
tificates of deposit. And so the parties proceed to the end of the instru- 
ment, at every step making stipulations concerning the certificates of deposit, 
without any covenant, grant, or even allusion to or concerning any other 
liability on the part of the bank. The transaction amounted to this, neither 
more nor less—there was a promise, which, though founded on a good 
consideration, was forbidden by law, and therefore void ; and an assignment 
of property in trust to secure the performance of the illegal promise. Such 
a trust cannot be supported. 

It is undoubtedly true, that where a deed or other contract contains dis- 
tinct undertakings, some of which are legal, and some illegal, the former 
will in certain cases be upheld, though the latter are void ; and if there had 
been an additional provision in this deed, that the assigned property shall 
be held as a security for the original liability of the bank, that part of the 
deed might be allowed to stand, though the trust for the payment of the cer- 
tificates should fail. But there is no agreement or stipulation in the deed 
for securing the original liability of the bank, nothing of the kind. 

Again, although it appears from the recitals in the deed, that one object 
of the arrangement of the 30th of November, 1840, was to secure the 
performance of the original undertaking of the bank, it was, as I have al- 
ready remarked, to be done in an illegal manner ; to wit, by issuing prohib- 
ited notes or certificates, and assigning property to secure the performance 
of the new and vicious contract. A legal end cannot be attained by illegal 
means. 

The ground on which the counsel for the defendant seemed mainly to 
rely, was, that the deed should be reformed, so as to make it a security for 
the original liability of the bank. His printed yt touching the question is 
as follows :—‘‘ The company having agreed with Palmers, Mackillop, Dent 
& Co., for a new and valuable consideration, to pledge to them the securi- 
ties in question, and having actually assigned and delivered the securities, 
equity will reform any defects, arising from mistake or accident, in the writ- 
ten instruments.” There are several difficulties standing in the way of this 
argument. So far as relates to the notes or certificates of deposit, it was of 
no practical importance, as we have already seen, which should be issued : 
for both would be alike void. As to reforming the deed, there is no bill or 
application for that purpose: not even an eo in the answers, that 
there was any mistake or accident in preparing the instrument, or that it does 
not express the real intention of the parties. If we could see that there 
had been a mistake in drawing up the deed, it could not be reformed with- 
out filing a bill for that purpose ; nor could we read and enforce the instru- 
ment as though it had been properly drawn. We should be obliged to follow 
the deed as it is. But what is, if possible, still more conclusive, there is not 
a particle of evidence to show that there was any mistake or accident in pre- 
paring the deed, or that it is not just what the parties intended it should be ; 
and it could not be reformed in equity, if a bill had been filed for that 


urpose. 
" Risen that the parties intended to secure the original liability of the 
bank, but so far as appears, they intended to do it in the very way it has 
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been done ; and that way is illegal. If they mistook the law, we cannot 
grant relief by making a new contract for them. This question was fully 
considered in the case Hunt v. Rousmeniere, (2 Mason, 342; 8 Wheaton, 
174; 3 Mason, 294; 1 Peters, 1; and see 1 Story Hq. § 114, 115,) 
which underwent a great deal of discussion, and is directly in point. 

There were separate assignments of the several securities mentioned in 
the schedule to the trust deed; but they were all made to Blatchford and 
Murray as trustees ; were executed and delivered simultaneously with the 
execution and delivery of the deed; and were made for the purposes ex- 
pressed in that instrument. Those purposes were to secure the payment of 
the certificates of deposit. The reason for making separate assignments 
probably was, greater convenience in recording in the proper counties, and in 
making subsequent transfers and discharges. But however that may be, 
the assignments are but a part of one entire act; and cannot be separated 
from the fate of the deed and promissory notes which were executed at the 
same time, and as parts of the same transaction. 

I have purposely avoided the expression of any opinion on the several 
important questions which were so ably discussed at the bar, touching the 
purchase of the five thousand shares of the capital stock of the bank, and 
the means which were used to ratse the necessary funds for that purpose. 
I have done so, because in the view which has been taken of the case, it was 
not necessary to consider those questions ; and for the further reason, that 
after this bill was filed, an order of the Court of Chancery was made, by 
the consent of these parties, in the suit of Tracy against the bank, referring 
it to a master to take proofs, and report upon the claim of the Palmers to be 
creditors of the bank. The master was also to ascertain what part of their 
_ claims, if any, was secured by trusts, and what preferences they claimed 
under the trusts, but he was not to report on the validity of the trusts, or 
the right to a preference under them. Those questions were to be settled 
in other suits then pending. ‘This is one of those suits; and the view 
which has been taken of the case disposes of this trust, and the preference 
claimed by Palmers & Co. under it. If it has not already been done, it 
will be settled in the Tracy suit, whether the Palmers are creditors of the 
bank ; and if they are, they will come in with other creditors, and share in a 
rateable distribution of the assets of the bank, or will receive the whole of their 
debt, if the assets are sufficient to satisfy all of the creditors. The opinion 
which I have expressed does not, in its consequences, go beyond denying to 
Palmers & Co., the preference which they claim over other creditors. 

I am of opinion that so much of the decree of the Supreme Court as de- 
elares the forty-eight notes illegal and void, and directs them to be delivered 
up to be cancelled, should be affirmed ; and that the residue of the decree 
[—unless the clauses which relate to the special receivers, John J. Palmer 
and Fisher Howe, should be excepted—] should be reversed ; and that a 
decree should be made declaring the trust deed, the further agreement fol- 
lowing the deed, and the several separate assignments of the securities men- 
tioned in the schedule to the deed, illegal and void, and requiring them to 
be delivered up to be cancelled. The trustees must assign and deliver to 
the receiver all the securities which yet remain in their hands ; and render an 
account and pay over to the receiver all the moneys and other things which 
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have come to their hands under the trust, except what they may have paid 
over to the Palmers. If anything has been received by the Palmers under 
the trust, they must account, and pay over the same to the receiver. 

The decree must be so drawn up as not in any manner to affect the ques- 
tion whether Palmers & Co. are creditors of the bank. 

Such are my views of the case, and such is the judgment of the court. 

Neither party is to recover costs as against the other. 

A copy. George F. Comstock, State Reporter. 


ESSAY ON EXCHANGE, 


By J. R. McCuttocn, Esa., aurHor or THE ‘‘CommeErciaL Dicrionary,” 
* UNIVERSAL GAZETTEER,” &c. 


In Political Economy the term exchange is commonly employed to desig- 
nate that species of mercantile transactions by which the debts of individuals 
residing at a distance from each other are either partially or wholly liqui- 
dated, without the intervention of money. The object of this article is to 
explain the nature of these transactions, and the principles on which they 
are founded. 

This will be best effected by treating, first, of the exchange between differ- 
ent parts of the same country ; and, secondly, of that between different and 


independent countries. 


CuaprTer I. 


Inland Exchange. 


Suppose a merchant of London orders his agent in Glasgow to purchase 
and send to him a thousand pounds worth of cottons; then, although it 
should not suit the Glasgow merchant to commission goods of equal value 
from his London correspondent, the latter may nevertheless be under no 
necessity of remitting cash to Glasgow to discharge his debt. Among cities, 
or countries, having a considerable intercourse together, the debts mutually 
due by each other are found, in ordinary cases, to be nearly equal. And, 
therefore, the Glasgow merchant, who has shipped the cottons for London, 
does not transmit the bill drawn by him on his correspondent for their price 
directly to London to be cashed, for that would subject him to the expense 
of conveying the money home from London to Glasgow, but he gets value 
from some other merchant in Glasgow, who has payments to make in 
London, on account of teas, wines, &e. imported from that city, and who, 
unless he could procure such a bill, would be obliged to remit their price in 
money. The bill on account of the cottons is, therefore, either drawn in 
favor of the person to whom the money for the teaand wine is owing in 
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London, or it is drawn in favor of the tea merchant in Glasgow, and endorsed 
to him ; and this last person, by presenting the bill to the purchaser of the 
cottons, receives its value, and consequently the price of the cottons, and the 
price, or part of the price, of his tea and wine, at the same moment, By 
this simple contrivance the expense and risk attending the double trans- 
mission, first, of money from London to Glasgow to pay the cottons, and, 
second, of money from Glasgow to London to pay the teas and wines, is 
entirely avoided. The debtor in one place is changed for the debtor in the 
other; and both accounts are settled without the intervention of a single 
farthing. 

The bill drawn and negotiated in such a transaction is termed an inland 
bill of exchange. If the transaction had taken place between London or Glas- 
gow and a foreign city, it would have been termed a foreign bill of exchange. 

A bill of pm i may, therefore, be defined to be, ‘‘ an order addressed 
to some person residing at a distance, directing him to pay a certain specified 
sum to the person in whose favor the bill is drawn, or his order.” 

In mercantile phraseology, the person who draws a bill is termed the 
drawer ; the person in whose favor it is drawn, the remitter ; the person on 
whom it is drawn, the drawee ; and after he has accepted, the acceptor. 
Those persons into whose hands the bill may pass previously to its being 
paid, are, from their writing their names on the back, termed endorsers ; and 
the person in whose possession the bill is at any given period, is termed the 
holder or possessor. 


Circumstances which determine the Price of Inland Bills of Exchange. 


The price of bills of exchange fluctuates according to the abundance or 
scarcity Of them in the market, compared with the demand. Thus, to revert 
to our former example, if we suppose the debts reciprocally due by London 
and Glasgow to be equal, whether they amount to £10,000, £100,000, or 
any other sum, they may all be discharged without the agency of money, 
and the price of bills of exchange will be at par ; that is, a sum of £100 or 
£1000 in Glasgow will purchase a bill for £100 or £1000 payable in London, 
and vice versa. Butif these two cities are not mutually indebted in equal 
sums, then the price of bills exchange will be increased in the city which has 
the greatest number of payments to make, and will be proportionally 
reduced in that which has the fewest. If Glasgow owe London £100,000, 
whilst the debts due by London to Glasgow only amount to £90,000, it is 
clear, inasmuch as the merchants of Glasgow have a larger sum to remit to 
London than the merchants of London have to remit to Glasgow, that the 
price of bills on London would rise in Glasgow, because of the increased 
competition; and that the price of bills on Glasgow would fall in London, 
because of the proportionally diminished competition. And hence a larger 
sum would be required to discharge any given amount of debt due by 
Glasgow, and a less sum would be required to discharge a corresponding 
amount of debt due by London ; or, which is the same thing, the exchange 
would be in favor of London, and against Glasgow. Bills on London 
would sell in Glasgow for a premium, and bills on Glasgow would sell in 
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London at a discount, the amount of the premium in the one case, and of 
the discount in the other, being obviously equal. 

On the supposition that the balance of £10,000, due by Glasgow, de- 
pressed the exchange of that city on London one per cent., it would at first 
sight appear as if it would cost Glasgow £101,000 to discharge its debt of 
£100,000 due to London ; and that, on the other hand £89,108 would be 
sufficient to discharge the debt of London to Glasgow. But a very little 
consideration will serve to show that this could not really be the case. No 
exchange transactions can take place between different cities, until there be 
both debtors and creditors of the one residing in the other. And hence, 
when the exchange became unfavorable to Glasgow, the premium paid by the 
Glasgow merchants for bills drawn on London would not go into the pockets 
of their creditors in that city, but into the pockets of their neighbors in 
Glasgow, to whom London was indebted, and from whom the bills had been 

urchased. The loss to Glasgow would, therefore, be limited to the premium 
paid on the balance of £10,000. Thus, supposing that A of Glasgow 
owes D of London £100,000, and that C of London owes B of Glasgow 
£90,000; A will pay to B £91,000 for a bill, or order, on C to pay D 
£90,000. In this way, the £90,000 London debt at Glasgow would be 
quite cleared off ; the premium, which is lost by the debtor to London in Glas- 
gow, being gained by its creditor in the same place. If the business had been 
transacted in London, C with £89,108, would have purchased of D a bill 
for £90,000 payable by A, so that, in this case, the gain would have fallen 
to the debtor C, and the loss to that of the creditor D, both of London. 
The complexity of real transactions does not affect the principles on which 
they are founded ; and to whatever extent Glasgow might be indebted to 
London, or London to Glasgow, the only disadvantage under which either 
of them would in consequence be placed, would be the unavoidable one of 
paying the expense of remitting the balance of debt. 


Natural Limit to Fluctuations in the Exchange. 


The expense of transmitting money from one place to another forms the 
natural limit to fluctuations in the exchange. If 20s. sufficed to cover the 
expense and risk attending the transmission of £100 from Glasgow to Lon- 
don, it would be indifferent to a Glasgow merchant, whether he paid one 
per cent. premium for a bill of exchange on London, or remitted money 
direct to that city. If the premium were less than one per cent. it would 
be clearly his interest rather to make his payments by means of bills of 
exchange than by remittances ; and that it could not exceed one per cent. 
is obvious, for every individual would rather directly remit money, than 
incur an unnecessary expense, by purchasing a bill on London at a greater 
premium than would suffice to cover the expense of a money remittance. 
If, owing to the badness of the roads, to disturbances in the country, or to 
any other cause, the expense of remitting money from Glasgow to London 
should be increased, the difference in the rate of exchange between them 
might also be proportionally increased. But in every case, the extent to 
which this difference could attain would necessarily be limited by, and could 
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not, for any considerable period, exceed, the cost of making remittances in 
cash. 

Exchange transactions become more complex, when one place, as is very 
often the case, discharges its debts to another by means of bills drawn on a 
third place. Thus, although London should owe nothing to Glasgow, if 
Glasgow be indebted to London, London to Manchester, and Manchester to 
Glasgow ; Glasgow would either wholly or partially discharge its debt to 
London by a bill drawn on Manchester. ft would wholly discharge it, 
[yg the debt due to Glasgow in Manchester was equivalent to the debt 

ue by Glasgow to London. But if this be not the case, Glasgow must 
either remit money to London to discharge the balance of debt, or bills drawn 
on some other place indebted to her. 

Transactions in inland bills of exchange are almost entirely conducted by 
bankers, who charge a certain rate per cent. for their trouble, and who, by 
having a credit in those places to which they are in the habit of remitting 
bills, are enabled, on all occasions, to supply the demands of their custom- 
ers. In Great Britain, London, because of its intimate connection with 
other parts of the country, occasioned partly by its immense commerce, partly 
by its being the seat of government, and the place to which the revenue is 
remitted, and partly by its currency consisting of Bank of England paper, 
for which the paper currency of the country banks is rendered exchangeable, 
has become the great focus in which all the money transactions of the 
whole empire centre, and in which they are ultimately adjusted. In con- 
sequence of these various circumstances, but chiefly of the demand for bills 
on London to remit revenue, and of the superior value of Bank of England 
currency, the exchange between London and the other parts of the country 
is invariably in its favor. Bills on London, drawn in Edinburgh and Glasgow, 
were formerly made payable at forty days’ date, which is equivalent to a 
premium of about one half per cent. ; but owing to the greater facility of 
communication, this premium is now reduced to twenty days’ interest, or to 
about one fourth of one per cent. Bills for remitting the revenue from 
Scotland are now drawn at thirty days; previously to 1819 they were 
drawn at sixty days. 

What has been already stated is sufficient to show, that, however well 
fitted bills of exchange may be for facilitating the operations of commerce, 
and saving the trouble and expense attending the transportation of money, 
it is impossible to adjust mercantile transactions by their means, except in 
so far as the accounts mutually balance each other. A real bill of exchange 
is merely an order entitling the holder to receive payment of a debt pre- 
viously contracted by the person on whom it is drawn. It is essential to the 
existence of such a bill that an equivalent amount of debt should first be due. 
And hence, as the amount of the real bills of exchange drawn on any number 
of merchants cannot exceed the amount of their debts, if a greater sum be 
owing them than they owe to others, the balance, it is obvious, must either 
be paid in money, or by the delivery of some sort of commodities. If, as 
in the example just given, Glasgow owe London £100,000, while London 
only owes Glasgow £90,000, a reciprocal transfer of debts may be made to 
the extent of £90,000. But the Glasgow merchants cannot discharge the 
additional £10,000 by means of bills drawn on London ; for, by the suppo- 
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sition, London only owed them £90,000, and they have already drawn for 
its amount. The balance, therefore, must be discharged by an actual 
money payment, or by the delivery of some species of commodity, or by bills 
drawn on some third party who may be indebted to Glasgow. 


Fictitious Bills of Exchange’ 


We do not mean by this to insinuate that there are no fictitious bills of 
exchange, or bills drawn on persons who are not really indebted to the 
drawer, in the market. In every commercial country, bills of every descrip- 
tion are always to be met with; but they are only a device for obtaining 
loans, and do not and cannot transfer real debts. A merchant in London 
may form a connection with a merchant in Glasgow, and draw bills of 
exchange upon him payable a certain number of days after date, which the 
latter may retire by selling in Glasgow an equal amount of bills drawn upon 
his correspondent in London. The merchants who purchase, or the bankers 
who discount these bills, really advance their value to the drawers, who, as 
long as they continue, by means of this system of drawing and redrawing, 
to provide funds for their payment, continue in fact to command a borrowed 
capital equal to the amount of the fictitious paper in circulation. _ It is clear, 
however, that the negotiation of such bills has no effect in the way of 
transferring and settling the real bona fide debts reciprocally due between 
any two or more places. Fictitious bills mutually balance each other. 
Those drawn by London on Glasgow are exactly equal to those drawn by 
Glasgow on London, for the one set is drawn to pay the other—the second 
destroys the first, and the result is nothing. 

The method of raising money by the discount or sale of fictitious bills, 
has been severely censured by Dr. Smith, as entailing a ruinous expense 
on those engaged in it, and as being resorted to only by projectors, or persons 
of suspicious credit. When fictitious bills are drawn at two months’ date, 
it is common, in addition to the ordinary interest of five per cent., to charge 
a commission of one half per cent., which must be paid every time the bill is 
discounted, or, at least, sx times in the year. The total expense of money 
raised in this way could not, therefore, supposing the transaction to be always 
on account of the same individual, be estimated at less than eight per cent. 
per annum ; and the payment of so high a rate of interest on borrowed 
capital, in a country where the ordinary rate of mercantile profit is only 
supposed to average from six to ten per cent., could not fail to be generally 
productive of ruin to the borrower. It seldom happens, however, that in 
transactions carried on by means of fictitious bills, the whole charge for 
commission falls on one individual. Loans obtained in this way are almost 
always on account of two or more persons. Thus, at one time a fictitious 
bill may be drawn by A of London on B of Glasgow ; and, in this case, the 
Glasgow merchant will, before the bill becomes due, draw upon his London 
correspondent for the proceeds of the bill, including interest and commission. 
At another time, however, the transaction will be on account of B of Glasgow, 
who will then have to pay commission to his friend in London ; so that each 
party may, on the whole, as Mr. Thornton has observed, gain about as much 
as he pays in the shape of commission. 
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It is often extremely difficult to distinguish between a fictitious bill and | 
one which has arisen out of a real‘mercantile transaction. Neither does it 
seem to be of any very material importance. The eredit of the persons 
whose names are attached to the bills offered for discount, is the only real 
criterion by which either a private merchant or a banker can judge whether 
he ought to negotiate them. The circumstance of a merchant offering con- 
siderable quantities of accommodation paper for discount, ought, unquestion- 
ably, if discovered, to excite suspicions as to his credit. But unless in so 
far as the drawing of fictitious bills may be held to be indicative of over- 
trading, or of a deficiency of capital to carry on the business in which the 
party is engaged, there does not appear to be any good reason for refusing 
to discount them. 

These few observations will, perhaps, suffice to explain the manner in 
which transactions between different parts of the same country are settled 
by means of bills of exchange. They are, in general, extremely simpie. 
The uniform value of the currency of a particular country renders all com- 
parison between the value of money at the place where the bill is drawn and 
negotiated with its value where it is to be paid, unnecessary; while the 
constant intercourse maintained amongst the different commercial cities of 
the same kingdom, by preventing those derangements to which the inter- 
course between distant and independent countries is always subject, prevents 
those sudden fluctuations which so frequently occur in the market price of 
foreign bills of exchange. We shall, therefore, leave this part of our subject, 
and proceed to investigate the circumstances which influence the course of 
exchange between different and independent countries. 


Cuaprrer II. 


Foreign Exchange. 


The price of foreign bills of exchange depends entirely on two circum- 
stances : first, on the value of the currency at the place where they are made 
payable, compared with the value of the currency at the place where they 
are drawn ; and, secondly, on the relation which the supply of bills in the 
market bears to the demand. 

If the real and nominal value of the currencies of the different nations 
having an intercourse together remained invariable, such fluctuations in the 
pire of bills of exchange as arise from the first of these circumstances would 

e altogether unknown. But as the comparative value of the pound sterling, 
dollar, franc, guilder, florin, Ke. is subject to perpetual variation, the price 
of bills of exchange must vary accordingly. Such variations, however, as 
proceed from this cause, affect merely their nominal, or rather numerical 
value. It is those only which arise from variations in the supply and 
demand for bills, or, which is the same thing, in the payments a country has 
to make compared with those it has to receive, that can be considered as 
real; and hence the distinctions of nominal, real, and computed exchange. 
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The first depends on alterations in the value of the currencies compared 
together ; the second depends on the supply of bills in the market compared 
with the demand; and the third or computed exchange depends on the 
combined effects of the other two. For the sake of perspicuity we shall 
treat of these separately. Supposing every country to be in possession of 
its proper supply of bullion, the exchange may be said to be nominally 
affected by the amount of the difference between the market and mint price 
of bullion, and to be really affected by any deviation from par exceeding or 
falling short of that difference. 


SEC. I.—NOMINAL EXCHANGE. 


Bullion being everywhere recognized as the standard currency of the 
commercial world, the comparative value of the currencies of particular 
countries must depend, 1s¢, on the value of bullion in those countries ; and, 
2dly, on the quantity of bullion contained in their coins, or on the quantity 
of bullion for which their paper money, or other circulating media, will 
exchange. 


Circumstances which regulate the Value of Bullion in Different Countries. 


I. The real price of commodities being always proportioned, not merely 
to the cost of their production, but also to the cost of their conveyance from 
where they have been produced to where they are to be made use of, it 
follows, that if the trade in the precious metals were perfectly free, and if 
the commodities produced in different countries were nearly all equally well 
fitted for exportation, the value of bullion in different countries would be 
chiefly regulated by their respective distances from the mines. Thus, on 
the supposition that neither England nor Poland had any other commodities 
except corn to exchange with the South Americans for bullion, it is evident 
that the precious metals would possess a greater value in Poland than in 
England, because of the greater expense of sending so bulky a commodity 
as corn the more distant voyage, and because of the greater expense of 
conveying the gold to Poland. If Poland, however, had succeeded in 
carrying her manufactures to a higher pitch of improvement than England, 
her merchants might be able, notwithstanding the disadvantage of distance, 
by exporting commodities possessed of great value in small bulk, and on 
which the expense of freight would be comparatively trifling, to sell bullion 
on cheaper terms than those of England. But if, as is actually the case, 
the advantages of skill and machinery were possessed by England, another 
reason would be added to that derived from her less distance from the mines, 
why gold and silver should be less valuable in England than in Poland, 
and why the money price of commodities should be higher in the former. 
(Ricardo, Principles of Political Economy, Ke. 1st ed. p. 175.) 

Hence, after nations have attained to different degrees of excellence in 
manufacturing industry, the value of bullion in different countries no longer 
depends entirely on their distance from the mines. But, whatever variations 
a different progress in the arts may occasion in the value of bullion in 
different countries, it is certain that it must always be less valuable in those 
into which it is imported, than in those where it is produced. Bullion, like 
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every other commodity, is exported to find, not to destroy, its level. And 
unless its value in Europe exceeded its value in America by a sum sufficient 
to cover the expenses attending its importation, and to yield the ordinary 
rate of profit to the importer, we should not, although the mines of Mexico 
and Peru were infinitely more productive, import from them a single ounce 
of bullion. It is obviously incorrect, therefore, to lay down as a general 
proposition, ‘‘ that the par of exchange between two countries is that sum 
of the currency of either of the two, which, in point of intrinsic worth, is 
precisely — to a given sum of the other, that is, contains precisely an 
equal weight of gold and silver of the same fineness.” (Bullion Report, 
p- 22, 8vo. ed.) For a given quantity of gold and silver is not always, as 
is here assumed, of the same intrinsic value in different countries. It may 
not, indeed, differ very materially among nations in the immediate vicinity 
of each other, and which are all destitute of mines. But although, to use a 
familiar illustration, the value of sugar approaches nearly to a level in the 
great trading cities of Europe, it cannot surely be maintained that its value 
in the West Indies is the same with its value in Bordeaux or Liverpool, or 
that the exchange would be really at par, if a bill, which cost a hundred 
hogsheads of sugar in London, ouly brought a hundred in Jamaica. Now, 
this is precisely the case with bullion. Though the value of gold and 
silver, as compared with corn, labor, &c. may, and indeed must, vary very 
considerably among the different European nations, these variations are only 
the necessary result of their different progress in industry, and of the 
different quality of their cultivated lands, Ke. Such differences of price 
are in the natural order of things; and bullion has only found its proper 
level when a quantity has been introduced into those countries which excel 
in manufactures, sufficient to raise the price of their corn and labor. These 
variations have, therefore, no effect on the exchange. An ounce of bullion 
in one country, notwithstanding this difference of price, will, because of the 
facility of intercourse, be very near equivalent to an ounce of bullion in 
another ; and, supposing the trade in the precious metals to be perfectly 
free, the exchange will be at true par when bills are negotiated on this 
footing. But when we compare the values of the precious metals in distant 
countries, and especially in those where they are produced, with those into 
which they are imported, it is obvious they must differ considerably. Gold 
and silver, like iron, coal, &c., are necessarily cheaper in countries possessed 
of extraordinarily productive mines, than in those possessed only of mines 
of a secondary degree of fertility, or when they have to be entirely imported 
from abroad. And the exchange between such places is not at true par, 
unless adequate allowance be made for this difference of value. Thus, if, 
because of the expense of carriage, the value of bullion in Great Britain is 
five per cent. greater than in Rio Janeiro, a hundred ounces of pure gold 
in Rio Janeiro would not be worth a hundred ounces of pure gold in London, 
but five per cent. less; and the exchange would be at true par when bills 
for a hundred and five ounces of standard bullion payable in Rio Janeiro, 
sold in London for a hundred ounces. 

The differences in the value of the precious metals in different countries 
have not been confined to those depending on their respective distances from 
the mines, or on their different progress in the arts. The opinion formerly 
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so very prevalent, that gold and silver were the only articles that constituted 
real wealth, induced almost every commercial nation to fetter and restrict 
their exportation, and to adopt a variety of measures intended to facilitate 
their importation. But these regulations, even when most rigorously en- 
forced, have been singularly ineffectual ; the great value and small bulk of the 
precious metals rendering it not only extremely advantageous, but also 
comparatively easy, clandestinely to export them, whenever their relative 
value declined. 

‘‘When,”’ says Dr. Smith, ‘‘ the quantity of gold and silver imported 
into any country exceeds the effectual demand, no vigilance of government 
can prevent their exportation. All the sanguinary laws of Spain and 
Portugal are not able to keep their gold and silver athome. The continual 
importations from Peru and Brazil exceed the effectual demand of those 
countries, and sink the price of these metals below their price in the neigh- 
boring countries. If, on the contrary, in any particular country their 
quantity fell short of the effectual demand, so as to raise their price above 
that of the neighboring countries, the government would have no occasion 
to take any pains to import them. If it were even to take the pains to 
prevent their importation, it would not be able to effect it. Those metals, 
when the Spartans had got wherewithal to purchase them, broke through 
all the barriers which the laws of Lycurgus 7 age to their entrance into 
Lacedzemon. All the sanguinary laws of the customs are not able to 
prevent the importation of teas of the Dutch and Gottenburg East India 
Companies, because somewhat cheaper than those of the British Company. 
A pound of tea, however, is about a hundred times the bulk of one of 
the highest prices, 16s., that iscommonly paid for it in silver, and more than 
two thousand times the bulk of the same price in gold, and is consequently 
just so many times more difficult to smuggle.” ( Wealth of Nations, vol. 
ii. p. 149.) 

But, however ineffectual as a means of entirely preventing the egress of 
the precious metals, the restrictions on their exportation have nevertheless 
contributed to occasion some slight variations in their value in different 
countries. The risk incurred by the clandestine exporters of bullion from 
Spain is supposed to be equivalent to about two per cent. ; or, which is the 
same thing, it is supposed that the restrictions maintain such an excess of 
gold and silver in that country as to sink their value two per cent. below 
their value in countries having a free trade in bullion. In calculating the 
true par of exchange between Spain and other countries, this cireumstance 
must be taken into account. For, to whatever extent the value of bullion 
in one country may be reduced below its value in those with which it 
maintains an intercourse, the nominal exchange must necessarily be unfavor- 
able to that extent. 

All restraints on the exportation of the precious metals were abolished in 
Great Britain in 1819. Their effect for many years previous could not be 
estimated at above one fourth per cent. : , 

It consequently results, that whatever occasions a rise or fall in the value 
of the precious metals in a particular country, must proportionally affect its 
nominal exchange with other countries. If more coin, or convertible paper, 
circulated in Great Britain, compared with the business it has to perform, 
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than what circulates in other countries, its relative value would, in conse- 
quence, be diminished. Foreign bills would sell for a premium, the amount 
of which would be precisely equal to the excess of the value of the precious 
metals in the foreign market, caused by their redundancy in the home 
market ; and, on the other hand, in the event of the currency becoming 
relatively deficient, its value would be proportionally increased ; bills drawn 
on foreign countries would sell at a discount, the amount of which would 
measure the excess of the value of the currency of this over that of other 
countries. 


Manner of Estimating the Quantity of Bullion contained in the Coins of Differ- 
ent Countries. 


II. In estimating the quantity of bullion contained in the currencies of 
different countries, a particular coin of one country, such as the British 
pound sterling, is selected as an integer or standard of comparison, and the 
proportion between it and the coins of other countries, supposing them to be 
of their mint standard weight and fineness, is ascertained by experiment. 
A par of exchange is thus established, or rather it is ascertained that a 
certain amount of the standard currency of a particular country contains 
precisely as much gold or silver of the same fineness, as is contained in the 
coin or integer with which it has been compared. This relation, or par as 
it is technically termed, is considered invariable ; and allowance is made 
for subsequent variations in the quantities and purity of the bullion contained 
in the currencies of countries trading together, by rating the exchange at so 
much above or below par. In mercantile language; that country, by a 
comparison with one or other of whose coins the par of exchange has been 
established, is said to give the certain for the uncertain, and conversely. 
Thus, in the exchange between London and Paris, London and Hamburg, 
&c., London gives the certain, or the pound sterling, for an uncertain or 
variable number of frances, florins, &e. Hence, the higher the exchange 
between any two countries, the more is it in favor of that which gives the 
certain, and the lower, the more is it in favor of that which gives the uncer- 
tain. 


Effects of Variations in the Value of Metallic Currency on the Exchange. 


On the supposition, which is very near the truth, that twenty-five francs 
contain the same quantity of standard bullion as a pound sterling (twenty- 
five francs, twenty centimes, is the exact par,) and supposing also that the 
value of bullion is the same in both countries, the exchange between London 
and Paris will be at par, when a bill drawn by a merchant in the one on his 
correspondent in the other sells at that rate ; that is, when a bill of exchange 
for 2500 or 25,000 francs payable in Paris, sells in London for £100 or 
£1000, and vice versa. It is but seldom, however, that the coins of any 
country correspond exactly with their mint standard ; unless, when newly 
issued, the are all either more or less worn ; and whenever this is the case, 
an allowance corresponding to the difference between the actual value of the 
coins and their mint value must be made in estimating ‘‘ the sum of the 
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existing currency of either of two countries which contains precisely the 
same quantity of bullion as is contained in a given sum of the other.” 
Thus, if the one pound sterling were so worn, clipped, rubbed, &c., as not 
to contain so much bullion as twenty-five frances, pee ten per cent. less, the 
exchange between London and Paris would be at real par when it was 
nominally ten per cent. against London. It is necessary to observe, that 
it is here supposed that the clipped or degraded money exists in such a 
degree of abundance as only to pass current at its bullion value. If the 
quantity of clipped money were sufficiently limited, it might, notwithstand- 
ing the diminution of weight, pass current at its mint value ; and then the 
oo would have to be estimated, not by its relative weight to foreign money, 

ut by the mint price of bullion. This is a principle which must be con- 
stantly kept in view. And if, on the other hand, the pound sterling was 
equal to its mint standard, while the france was ten per cent. less, the 
exchange between London and Paris would be at par when it was 
nominally ten per cent. aginst Paris and in favor of London. If the currency 
of both countries were equally reduced below the standard of their respective 
mints, then it is obvious there would be no variation in the real par. But 
whenever the currency of countries trading together is depreciated in an 
unequal degree, the exchange is nominally in favor of that country whose 
currency is least depreciated, and nominally against that whose currency is 
most depreciated. 

It is almost unnecessary to refer to the history of exchange to show the 
practical operation of this principle ; and we shall content ourselves with 
selecting the following, from an infinite number of equally conclusive 
instances. 

In a pamphlet printed in 1604, but written in 1564, it is mentioned, that 
when Henry VIII. degraded the several species of coin then current, there 
began to be ‘‘ some disorder” in the price of all wares and commodities, 
which Edward VI. attempted to remedy by diminishing still farther the 

uantity of pure silver contained in each coin ; the consequence was, that 
the English pound sterling, which heretofore exchanged abroad for 
twenty-six Flemish schillings, became worth no more than thirteen Flemish 
schillings, the price of English commodities being at the same time propor 
tionally increased. (Mr. Sohn Smith’s Memoirs of Wool, vol. i. p. 105, 
8vo. ed.) 

Previously to the great recoinage in the reign of William III., silver 
being at that time a legal tender, the nominal exchange between England 
and Holland, calculated according to the standard of their respective mints, 
was twenty-five per cent. against England ; but inasmuch as English silver 
coins were then, owing to rubbing and clipping, depreciated more than 
twenty-five per cent. below their mint value, the real exchange may notwith- 
standing have been in favor of England. The circumstance of the nominal 
exchange having become favorable to this country as soon as the new coin 
was issued, renders this conjecture extremely probable. ( Wealth of Nations, 
vol. ii. p. 215.) 

Before the reformation of our gold coin in 1774, the guinea contained so 
much less than its standard weight as to be degraded from two to three per 
cent. when compared with the current French coins, and the exchange 
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between England and France was computed to be two or three per cent. 
against this country. Upon the reformation of the gold coin the exchange 
rose to par. The Turkish government, in the course of the last forty years, 
has made three great alterations in the value of its coin. Before these 
frauds were committed, the Turkish péastres contained nearly as much silver 
as the English half-crown ; and, in exchange, the par was estimated at 
eight piastres to the pound sterling. The consequence of these repeated 
adulterations has been, the reduction of the silver in the piastre to one 
half, and a fall in the exchange of 100 per cent. ; bills on London having 
been bought in Turkey, in 1803, at the rate of sixteen piastres for every 
pound sterling. Il est impossible d’indiquer exactement le pair des mon- 
noies Turques. On voit des pieces du méme nom, et frappécs la méme 
année, qui different de 100 pour cent. dans leur valeur intrinséque. 
(Storch, Cours d’ Economie Politique, tom. vi. p. 336.) Now, although it is 
not absolutely certain that these fluctuations in the nominal exchange were 
entirely owing to the alterations in the value of the coin, because the real 
exchange, or that which depends on the abundance or scarcity of bills in the 
market, might not be constant; yet the exact correspondence of the fall 
of exchange with the acknowledged degradation of the coin, renders it 
more than probable that it proceeded almost entirely from that degradation. 
( Observations on the Principles which regulate the Course of Exchange, 
by Willam Blake, Esq. p. 41.) 


Effects of Variations in the Relative Value of Gold and Silver on the Exchange. 


When one country uses gold as the standard of its currency, and another 
silver, the par of exchange between them is affected by every variation in 
the relative value of these metals. When gold rises in value compared with 
silver, the exchange becomes nominally favorable to that country which has 
the gold standard, and vice versa. And hence, in estimating the state of 
the exchange among countries using different standards, it is always necessary 
to advert to the comparative values of the metals selected for standards. 

‘‘ For example,”’ to use the words of Mr. Mushet, “ if 34 schillings 11 
grotes and } of Hamburg currency be equal in value to a pound sterling, 
or 3¢ of a guinea, when silver is at 5s. 2d. per oz., they can no longer be 
so when silver falls to 5s. 1d. or 5s. an oz. or when it rises to 5s. 3d. or 5s. 
4d. ; because a pound sterling in gold being then worth more or Jess silver, 
is also worth more or less Hamburg currency. 

‘* To find the real par, therefore, we must ascertain what was the relative 
value of gold and silver when the par was fixed at 34s. 114¢. Hamburg 
currency, and what is their relative value at the time we wish to calculate 
it. 

‘« For example, if the price of standard gold was £3 17s. 104d. per oz., 
and silver 5s. 2d., an ounce of gold would then be worth 15.07 ounces of 
silver, and twenty of our standard shillings would then contain as much 
pure silver as 84s. 11 grotes and } Hamburg currency. But if the ounce 
of gold were £3 17s. 104d., and silver 5s., (which it was on 2d January, 
1798,) the ounce of gold would then be worth 15.57 ounces of silver. If 
£1 sterling at par, — be worth 15.07 ounces of silver, then at 15.57 
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it would be at three per cent. premium ; and three per cent. premium on 
84s. 11}d. is 1 schilling 1 grote and ,%, so that the par, when gold is to 
silver as 15.57 to 1, will be 36 schillings 1 grote and 5. The above calcu- 
lation will be more easily made by stating as ‘ 15.07: 34-11}:: 15.57: 
36-1),.’"’ (An Inquiry into the Effects produced on the National Cur- 
rency by the Bank Restriction Bill, &c., by Robert Mushet, Esq.; second 
edition, p. 94.) 
Effects of Seignorage on the Exchange. 


As it is by their intrinsic worth as bullion that the values of the coins of 
particular countries are estimated in exchange, two coins of equal weight and 
— are reckoned equivalent to each other, although the one should have 

een coined at the expense of the State, and the other charged with a 
seignorage, or duty on its coinage. Coins on which a seignorage is charged 
may, if not issued in excess, pass current in the country where they are 
coined, at a value so much higher than their value in bullion; but they 
will not pass at any higher value in other countries. 

Previously to 1817, no seignorage had for a very long period been 
deducted from either the gold or silver coins of Great Britian ; but in the 
great recoinage of that year the value of silver was raised from 5s. 2d. to 
ds. 6d. an ounce, or nearly in the proportion of 6} per cent. The gold 
coins, however, are still coined free of expense, and no variation has been 
made in their standard. The British mint proportion of silver to gold is 
now as 14,287, to 1 ; that is, one ounce of standard gold bullion is rendered 
exchangeable for 14,%,5,7, ounces of standard silver. In France the mint 
proportion of the two metals is as 15} to 1; a seignorage being exacted to 
nearly 4d. per cent. on gold, and 1} per cent. on silver. 


Effect of Variations in the Value of Paper Currency on the Exchange. 


But the principal source of fluctuations in the nominal price of bills of 
exchange is to be found in the varying value of the paper currency of 
commercial countries. The disorders which universally arose in rude ages 
from the diminution of the quantity of standard bullion contained in the 
coins of different countries are now reproduced in another form, and often 
to a still more ruinous extent, in the depreciation of their paper currency. 

The impossibility of retaining a comparatively large quantity of coin or 
bullion, or of convertible paper, in a particular country, effectually limited 
the issues of the Bank of England previously to the Restriction Act of 1797, 
and sustained the value of our currency on a par with that of other countries. 
When the bank issued less paper than was necessary for this purpose, the 
value of the currency becoming relatively great, it became profitable to 
import bullion, and to send it to the mint to be coined. And, on the other 
hand, when the bank issued too much paper, and thereby depressed its value 
relatively to gold, it became profitable to demand payment of its notes, and 
thereafter to export the specie thus obtained either in the shape of coin or 
as bullion. In this way the bank was compelled to limit its issues when 
excessive, and, consequently, to put a stop to the demand for gold, by render- 
ing its paper of equal value. 
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Had the Bank of England, subsequently to the restriction, issued only 
such quantities of paper as were required to sustain its value on a par with 
the value of gold, the act of 1797 would not have occasioned any real 
difference in our monetary system. But, after the bank had been released 
from the obligation to pay its notes, it was not to be expected that it should 
be very careful about limiting their number. The restriction enabled the 
directors to exchange bits of engraved paper, worth perhaps not more than 
five shillings a quire, for as many, or the value of as many, hundreds of 
thousands of pounds. And under such circumstances, the only thing to be 
wondered at is, not that paper money became depreciated, but that its value 
was not more degraded,—that a still greater quantity of bank-notes were 
not forced into circulation. 

A country with an inconvertible paper currency, of which an undue 
quantity has been issued, is in the same situation as a country would be in, 
were it possessed of a redundant gold and silver currency, and subjected to 
laws prohibiting the melting or exportation of the coin, that were carried into 
full effect. Such a currency is necessarily contined to the country where it 
is issued ; it cannot, when too abundant, diffuse itself generally amongst 
others. The level of circulation is destroyed ; and the value of the currency 
becoming less than the value of the currency of other countries, the nominal 
exchange is rendered proportionally unfavorable. 

Supposing that nothing but silver coin of the standard weight and purity 
(twenty-five franes of which would exchange for a pound sterling of the 
British mint standard) circulates at Paris, and that the circulating medium 
of London is composed entirely of paper only worth half its nominal value, 
or which is depreciated 100 per cent. ; in that case the exchange between 
London and Paris would be at real par, when it was nominally cent. per 
cent. against London. Double the amount of such depreciated London 
currency would be required to purchase a bill on Paris where the currency 
retained its value, while half the former amount of Parisian currency would 
now suffice to purchase a bill payable in London. A depreciation of this 
sort would have exactly the same effects as an equal reduction in the 
value of metallic money. While paper money, depreciated 100 per cent. 
constituted our legal currency, a pound note, instead of being worth 25 
frances, would only be worth 12}; and the nominal or numerical value of 
the bills of exchange negotiated between this country and France would be 
regulated accordingly ; that is, a bill of exchange for £100 or £1000 payable 
in London, would sell in Paris for 1250 or 12,500 franes, and conversely. 
If, while the currency of London remained steady at 100 per cent. below 
its mint value, Parisian currency should, either from the coins becoming 
deficient in weight, or because of an inordinate issue of paper money, 
become also depreciated, the nominal exchange would be rendered propor- 
tionally less unfavorable to London. On the hypothesis that the currency 
of Paris is depreciated 50 and that of London 100 per cent. the nominal 
exchange would be 50 per cent. against the latter, and soon. Thus it 
appears that the nominal exchange between any two or more places will 
always be adjusted according to the value of their currencies ; being most 
favorable to that country whose currency approaches nearest its mint standard, 
and most unfavorable to that whose currency is most degraded. 
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Exchange between Great Britain and Ireland subsequent to 1797. 


The state of exchange between Great Britain and Ireland, subsequently 
to the restriction on cash payments in 1797, furnishes a striking proof of the 
effects which inordinate issues of paper have in depressing the exchange. 

The nominal value of the Irish shilling having been raised from 12d. to 13d., 
or, which is the same thing, £108. 6s. 8d. Irish money having been rendered 
only equal to £100 British money, it followed, that when the exchange 
between Great Britain and Ireland was at 82 per cent. against the latter, 
it was said to be at par. In the eiyht years previous to 1797, when the 
paper currency both of England and Ireland was convertible into gold, the 
exchange between London and Dublin fluctuated from 74 to 9 per cent.; 
that is, from % per cent. in favor of Dublin, to 3 per cent. against it. In 
September, 1797, it was so low as 6 per cent., or 24 per cent. in favor of 
Dublin. The amount of Bank of Ireland notes in circulation in January, 
1797, was only £621,917; but in April, 1801, they had increased to 
£2,286,471 ; and the exchange was then at 14 per cent., or 53 per cent. 
against Dublin. In 1803, the Bank of Ireland notes in circulation aver- 
aged £2,707,956, and in October of that year the exchange rose to 17 per 
cent.; that is, to 83 per cent. against Dublin! 

The fact of the exchange between London and Dublin having fluctuated 
so very little from real par, for eight years previous to the restriction, shows 
that the circulating medium of Great Britian and Ireland had then been 
adjusted nearly according to the wants of the two countries. But, in these 
circumstances, it was evidently impossible, supposing the value of British 
currency to remain stationary, that the quantity of [rish bank paper could 
be nearly guintupled in the short space of six years, without rendering the 
currency of Ireland comparatively redundant, and sinking its value below 
that of England. Had the Bank of England increased its notes nearly in 
the same ratio as the Bank of Ireland, then, as the enrrency of both countries 
would have been equally depreciated, the exchange between London and 
Dublin would have continued at par But while the notes of the Bank of Ire- 
land were increased from £621,917 to £2,707,956, or in the proportion of 
1 to 4:3, those of the Bank of England were only increased from £9,181,843 
(their number on the 7th January, 1797,) to £16,505,272, or in the pro- 
portion of 1 to 1-8. Ifthe Bank of England had not made this addition 
to its issues, the exchange would obviously have been still more unfavorable 
to Dublin. 

In the debates on the Bullion Report, it was contended that the increase 
of Bank of Ireland paper could not be the cause of the exchange becoming 
unfavorable to Dublin, inasmuch as it had again become favorable to the 
latter, after the issues of the Bank of Ireland had been still further increased. 
Nothing, however, can be more inconclusive than such reasoning. To give 
it the least weight, it must be shown that the currency of Great Britain had 
in the interim retained its value, or that it had not been depreciated to the 
same extent as that of Ireland.. Unless this be established, the circumstance 
that the exchange between London and Dublin came to par, while as many 
notes of the Bank of Ireland circulated as in the period of its greatest 
depression, will not authorize us to conclude that the increase of Irish bank 
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paper was not the cause of the fall in the exchange previously to 1804. For 
it is obvious that the depreciation of Irish bank paper might be going on 
subsequently to 1804; and yet, supposing English bank paper had been 
depreciated still more rapidly, the exchange would become more favorable 
to Dublin. This is merely supposing the circumstances which took place in 
the first six years of the restriction to be reversed in the second six. Let us 
examine how the fact stands. 

We have seen that, in 1803, when the exchange was nominally ten per 
cent. against Dublin, the issues of the Bank of England amounted to 
£16,506,272, and those of the Bank of Ireland to £2,707,956. And, by 
referring to the account of the issues of the Bank of Ireland from 1797 to 
1819, it will be seen that, in 1805, 1806, 1807, and 1808, they were rather 
diminished ; and that, in 1810, they only amounted to £3,251,750, being 
an increase of not more than £543,794 in the space of seven years, or at 
the rate of two and six-sevenths per cent. per annum ; but in the same period 
(from 1803 to 1810) the issues of the Bank of England had increased from 
£16,505,272 to £22,541,523, or at the rate of five per cent. per annum, 
But this is not all. According to Mr. Wakefield (Account of Ireland, 
vol. ii. p. 171), who has left no subject untouched which could throw light 
on the state of Ireland, there were fifty registered bankers in that country 
in 1804, and only thirty-three in 1810, of which fourteen were new houses, 
thirty-one of the old establishments having disappeared ; ‘‘ and I believe,”’ 
says Mr. Wakefield, ‘for the most part failed.” This extraordinary 
diminution of the country paper of Ireland, for the reduction of the issues 
was at least proportional to the reduction in the number of banks, must have 
greatly raised its value, and woula have countervailed a very great increase 
in the issues of the national bank. Now the very reverse of all this took 
place in Britain. In 18U0 there were 886 country banks in this country ; 
and in 1810, this number, instead of being diminished, as in Ireland, had 
increased to 721, having at least three times the number of notes in circu- 
lation in the latter as in the former period ! 

It appears, therefore, that when, in the period from 1796 to 1804, the 
quantity of paper in circulation in Ireland was increased, and consequently its 
value depressed, faster than in England, the exchange between London and 
Dublin became proportionally unfavorable to the latter ; and, on the other 
hand, it appears, that when, in the six years subsequent to 1804, the paper 
currency of England was increased more rapidly than the paper currency of 
Treland, its relative value was diminished and the nominal exchange became 
more favorable to Dublin. 

This is sufficiently conclusive ; but there is still more decisive evidence to 
show that the unfevorable exchange of Dublin upon London in 1802, 1803, 
1804, Ke., was entirely owing to the comparative redundancy or depreciation 
of Irish bank paper. The linen manufacturers, weavers, &e., and the majority 
of the other inhabitants of a few counties in the north of Ireland, being, at 
the period of the restriction, strongly disaffected towards government, almost 
unanimously refused to receive bank notes, either in payment of commodities 
or as wages. The landlords, having also stipulated for the payment of their 
rents in specie, the consequence was, that a gold currency was maintained 
in the north of Ireland long after it had been entirely banished from the 
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southern part of the island. If, therefore, the depressed state of the exchange 
between London and Dublin had been occasioned, as was contended by the 
advocates of the restriction, by an unfavorable balance of trade between 
Ireland and Great Britain, or by remittances from the former on account of 
absentee landlords, &c., it would have been equally depressed between 
London and the commercial towns in the northern counties. But, so far 
from this being the case, in December, 1803, when the exchange of Dublin 
on London was at sixteen and one-fourth per cent., that of Belfast on London 
was at five and one-fourth: or, in other words, at the same time that the 
exchange between Dublin and London was about eight per cent. against 
Ireland, the exchange between Belfast, which had a gold currency, and 
London, was about three per cent. in its favor. Nor is this all. There 
was not only a difference of eleven per cent. in the rate of exchange between 
Dublin and London, and Belfast and London, but the inland exchange 
between Dublin and Belfast was, at the same time, about ten per cent. in 
favor of the latter ; that is, bills drawn in Dublin, and payable in the gold 
eurrency of Belfast, brought a premium of ten per cent. ; while bills drawn 
in Belfast, and made payable in the paper currency of Dublin, sold at ten 
per cent. discount. Burther information on this interesting subject may be 
obtained from the very able Report of the Committee of the House of 
Commons, appointed in 1804 to inquire into the state of the circulating 
paper in Ireland, its specie, &c., and the state of the exchange between it 
and Great Britain ; in Sir Henry Parnell’s excellent pamphlet on the same 
subject ; and in the pamphlets of Lord King, Mr. Huskisson, Xe. 

It is unnecessary to refer to the history of the French assignats, or of the 
paper currency of the continental powers generally, and of the United States, 
to corroborate what has been advanced. Such of our readers as wish for 
detailed information as to these points may have recourse to the fourth volume 
of the Cours d’ Economie Politique of M. Storch, where they will find an 
able and instructive account of the effects produced by the issues of paper 
on the price of bullion and the exchange, in almost every country of Europe. 
They are, in every case, precisely similar to those now stated. 

It only remains to determine the effects of fluctuations in the nominal 
exchange, on the export and import trade of the country. 


Inquiry into the Effects of Fluctuations in the Nominal Exchange on Export 
and Import Trade. 


When the exchange is at par, the operations of the merchant are regu- 
lated entirely by the difference between foreign prices and home prices. He 
imports those commodities which can be sold at home for so much more than 
their price abroad as will indemnify him for the expense of freight, insurance, 
&e., and yield an adequate remuneration for his trouble, and for the capital 
employed in their importation ; and he exports those whose price abroad is 
suflicient to cover all expenses, and to afford a similar profit. But when the 
nominal exchange becomes unfavorable to a particular country, the premium 
which its merchants receive on the sale of foreign bills has been supposed 
capable of enabling them to export with profit in cases where the difference 
between the price of the exported commodities at home and abroad might 
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not be such as would have permitted their exportation had the exchange 
been at par. Thus, if the nominal exchange were ten per cent. against this 
country, a merchant who had consigned goods to his agent abroad would 
receive a premium of ten per cent. on the sale of the bill; and if we sup- 
pose freight, insurance, mercantile profit, &c., to amount to six or seven per 
cent., it would at first sight appear as if our merchants might, in such 
circumstances, export commodities although their price at home were three 
or four per cent. higher than in other countries. If, on the other hand, the 
nominal exchange were in our favor, or if bills on this country sold at a 
premium, it would appear as if foreigners would then be able to consign 
goods to our merchants, or our merchants to order goods from abroad, when 
the difference of real prices was not such as would of itself have led to an 
importation. 

But a very little coasideration will convince us that fluctuations in the 
nominal exchange can have no such effect. ‘That fall in the value of the 
currency which renders the exchange unfavorable, and causes foreign bills to 
sell at a premium, must equally increase the price of all commodities. And 
hence, whatever might be the amount of the premium which the exporter 
gained by the sale of the bill drawn on his correspondent abroad, it would do 
no more than indemnify him for the enhanced price of the goods exported. 
Mercantile operations are in such cases conducted precisely as they would be 
were the exchange really at par; that is, by a comparison of the real prices 
of commodities at home and abroad, meaning, by real prices, the prices at 
which they would be sold, provided there were no depreciation of the 
currency. If those prices be such as to admit of exportation or importation 
with a profit, the circumstance of the nominal exchange being favorable or 
unfavorable will make no difference whatever on the transaction. 

‘*Suppose,” says Mr. Blake, who has very successfully illustrated this 
= of the doctrine of exchange, ‘‘ the currencies of Hamburg and London 

eing in their due proportions, and therefore the nominal exchange at par, 
that sugar, which from its abundance in London sold at £50 per hogshead, 
from its scarcity at Hamburg would sell at £100. The merchant in this 
case would immediately export. Upon the sale of his sugar he would draw 
a bill upon his correspondent abroad for £100, which he could at once 
convert into cash by selling it in the bill market at home, deriving from 
this transaction a profit of £50, under deduction of the expenses of freight, 
insurance, commission, &e. Now, suppose no alteration in the scarcity or 
abundance of sugar in London and Hamburg, and that the same transaction 
were to take place after the currency in England had been so much increased 
that the prices were doubled, and, consequently, the nominal exchange 100 
per cent. in favor of Hamburg, the hogshead of sugar would then cost 
£100, leaving apparently no profit whatever to the exporter. He would, 
however, as before, draw his bill on his correspondent for £100; and, as 
foreign bills would bear a premium of 100 per cent., he would sell this bill 
in the English market for £200, and thus derive a profit from the transac- 
tion of £100 depreciated, or £50 estimated in undepreciated currency, 
deducting, as in the former instance, the expense of freight, insurance, 
commission, Xe. 

‘The case would be precisely similar, mutatis mutandis, with the 
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importing merchant. The unfavorable nominal exchange would appear to 
occasion a loss amounting to the premium on the foreign bill which he must 
give in order to pay his correspondent abroad. But if the difference of real 
prices in the home and foreign markets were such as to admit of a profit 
upon the importation of produce, the merchant would continue to import, 
notwithstanding the premium ; for that would be repaid to him in the 
advanced nominal price at which the imported produce would be sold in the 
home market. 

‘* Suppose, for instance, the currencies of Hamburg and London being in 
their due proportions, and, therefore, the nominal exchange at par, that 
linen, which can be bought at Hamburg for £50, will sell here at £100. 
The importer immediately orders his correspondent abroad to send the 
linen, for the payment of which he purchases at £50 a foreign bill in the 
English market, and on the sale of the consignment for £100, he will derive 
a profit amounting to the difference between £50 and the expense attending 
the import. 

‘*Now, suppose the same transaction to take place without any alteration 
in the searcity or abundance of linen at Hamburg and London, but that the 
currency of England has been so augmented as to be depreciated to half its 
value ; the nominal exchange will then be 100 per cent. against England, 
and the importer will not be able to purchase a £50 foreign bill for less 
than £100. But as the prices of commodities here will have risen in the 
same proportion as the money has been depreciated, he will sell his linen to 
the English consumer for £200, and will, as be. re, derive a profit amount- 
ing to the difference between £100 depreciated, or £50 estimated in 
undepreciated money, and the expenses attending the import. 

‘The same instances might be put in the case of a favorable exchange ; 
and it would be seen in the same manner that nominal prices and the nominal 
exchange being alike dependent on the depreciation of currency, whatever 
apparent advantage might be derived from the former would be counter- 
balanced by a loss on the latter, and vice rersa.”” ( Observations, Ke. p. 48.) 

It appears, therefore, that fluctuations in the nominal exchange have no 
effect on export or import trade. A fall in the exchange obliges the country 
to which it is unfavorable to expend a larger nominal sum in discharging a 
foreign debt than would otherwise be necessary ; but it does not oblige it to 
expend a greater real value. The depression of the nominal exchange can 
neither exceed nor fall short of the comparative depreciation of the currency. 
If the depreciation of British currency amounted to 10 or 100 per cent. the 
nominal exchange would be 10 or 100 per cent. against us ; and we should 
be compelled, in all our transactions with foreigners, to give them 22s. or 
40s. for what might otherwise have been procured for £1. But as neither 22s. 
nor 40s. of paper, depreciated to the extent of 10 or 100 per cent., would be 
more valuable than £1 of undepreciated paper, payment of a foreign debt 
might, it is evident, be as easily made in the one currency as in the other ; 
and mercantile transactions would, in such circumstances, he conducted 
exactly as they would have been, had the currency been undepreciated, 
and the nominal exchange at par. 

It is necessary, however, before dismissing this part of our subject, to ex- 
amine the effects of fluctuations in the nominal exchange on the importation 
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and exportation of bullion. In certain cases they form an exception to the 
general principle we have been endeavoring to elucidate. 


Effects of Fluctuations in Nominal Exchange on the Trade in Bullion. 


If the nominal exchange were unfavorable to a country which had entirely 
discarded the precious metals from its circulation, Mr. Blake’s opinion that 
the full of the exchange has no effect on the export and import of bullion, 
more than of any other commodity, would be perfectly well founded. In 
this ease the price of all sorts of commodities, and of bullion among the rest, 
would be increased precisely according to the depreciation of the currency ; 
and the merchants who should, under such circumstances, attempt to export 
bullion, would find that its increased price in the home market would be 
exactly equivalent to whatever premium they might gain by the sale of the 
bills drawn on their agents abroad for its price. But when the nominal 
exchange becomes unfavorable to a country whose currency consists entirely 
of the precious metals, or partly of them and partly of paper, a different 
effect is produced. 

In this case the depreciation necessarily adds to the stock of bullion in 
the country. For as soon as the currency has been depreciated to such an 
extent as to render the excess of the market above the mint price of bullion 
sufficient to cover the very trifling expenses attending the melting of the coin, 
and to afford some little remuneration for the trouble of the melters, they 
immediately set about converting it into bullion. If, indeed, it were possible 
to realize a greater profit by the exportation than by the fusion of the coins, 
they would not be converted into bullion, and, of course, its real price would 
continue stationary. But this is very seldom the case. The operation of 
melting is so extremely simple, and requires so very little apparatus, that it 
may, in almost every instance, be carried on at a less expense than would 
be necessary to export the coins. The cost attending the conveyance of 
gold to Paris, varies in a season of peace, from one to two per cent. ; while 
a profit of one fourth or one half per cent. is sufficient to indemnify the 
melters of guineas or sovereigns. It is obvious, therefore, that of the two 
modes of restoring the value of the currency when it becomes depreciated, 
or relatively redundant, that of fusion will be generally resorted to in pre- 
ference to exportation. Should the redundancy of the currency be incon- 
siderable, all the addition which the operations of the melters could make to 
the supply of bullion, would most probably be insufficient to occasion any 
perceptible fall in its real price. But, in every case in which the redundancy 
or depreciation of the currency is considerable, the fusion of the coined 
money never fails to increase the quantity of bullion beyond the effectual 
demand, and, consequently, to occasion a fall in its real price, and to render 
it a profitable article of export. The demand for bullion, though it must 
always vary with the varying wealth and riches of the community, fluctuates 
very little in periods of limited duration ; and no considerable addition can 
ever be made to the stock on hand in a particular country, without sinking 
its value and causing its egress. 

Mr. Blake contends that this exportation of bullion is the effect of the 
melting of the coin, and not the cause of it; and in so far he is certainly 











622 Essay on Exchange. 


right. But we do not see how this in the least strengthens his opinion, 
that fluctuations in the nominal exchange, even in those cases in which the 
currency consists either wholly or partially of the precious metals, have no 
influence on the export and import of bullion. Surely it is impossible to 
deny that the fusion of the coin, of which Mr. Blake admits the exportation 
of bullion is a necessary consequence, is occasioned by redundancy of the 
currency, or by the same cause which occasions an unfavorable nominal 
exchange. 

Bullion, therefore, forms an exception, and it is the only one, to the 
general principle that a fall in the value of the currency, or an unfavorable 
nominal exchange, has no effect on importation or exportation. But this 
exception does not take place, except in those cases in which the currency 
consists either in whole or in part of the precious metals. When the 
currency consists entirely of paper, or of any commodity other than gold or 
silver, its depreciation has no influence whatever on the importation of 


bullion. 
Cuarrter III. 
Real Exchange. 


Having thus endeavored to trace the effects which variations in the value 
of the currencies of countries maintaining an intercourse together have on the 
exchange, we now proceed to consider how far it is influenced by fluctuations 
in the supply and demand for bills. To facilitate this inquiry, we shall 
exclude all consideration of changes in the value of money ; or, which is 
the same thing, we shall suppose the currencies of the different countries 
having an intercourse together to be all fixed at their mint standards, and 
that each has its proper supply of bullion. 

When two nations trade together, and each purchases from the other 
commodities of precisely the same value, their debts and credits will be 
equal, and, of course, the real exchange will be at par. The Jills drawn 
by the one are, in such a case, exactly equivalent to those drawn by the 
other, and their respective claims may be adjusted without the transfer of 
bullion, or other valuable produce. But it rarely happens that the debts 
reciprocally due by any two countries are equal. ‘There is almost always a 
Lalance owing on one side or other ; and this balance must affect the exchange. 
If the debts due by London to Paris exceeded those due by Paris to London, 
the competition in the London market for bills on Paris would, because of 
the comparatively large sum which our merchants had to remit to France, be 
greater than the competition in Paris for bills on London ; and, consequently, 
the real exchange would be in favor of Paris and against London. 


Limit to Fluctuation in the Real Exchange: 


The expense of the transfer of bullion from one country to another 
constitutes the limit within which the rise and fall of the real exchange 
between them must be confined. In this respect, as in most others, trans- 
actions between foreign countries are regulated by the very same principles 
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which regulate those between different parts of the same country. We have 
already shown how the fluctuations in the real exchange between London 
and Glasgow could never exceed the expense of transmitting money between 
those cities. The same principle holds universally. Whatever may be the 
expense of transmitting bullion—the money of the commercial world,— 
between London and Paris, Hamburg, New York, &c., it is impossible 
that the real exchange of the one on the other should, for any considerable 
period, be depressed to a greater extent. For a merchant will not pay a 
greater premium for a bill to discharge a debt abroad, than would suffice 
to cover the expense of transmitting bullion to his creditor. 

Hence it appears that whatever has a tendency to obstruct or fetter the 
intercourse among different countries, must also tend to widen the limits 
within which fluctuations in the real exchange may extend. This enables 
us to account for its varying so much more in time of war than in time of 
peace. The amount of the bills drawn on a country engaged in hostilities 
is, from various causes which we shall afterwards notice, liable to be sudden- 
ly increased, though it is certain that whatever may be the amount of the 
bills thus thrown upon the market, the depression of the exchange cannot, 
for any length of time, exceed the expense of conveying bullion from the 
debtor to the creditor country. But during war this expense is increased ; 
the charges on account of freight, insurance, &c., being then necessarily 
augmented. It appears from the evidence annexed to the Report of the 
Bullion Committee, that the expense of conveying gold from London to 
Hamburg, which, prior to the war, only amounted to two or two and a half 
per cent., had, in the latter part of 1809, increased to about seven per 
cent.; showing that the limits within which fluctuations in the real exchange 
were confined in 1809 were about three times as great ag those within 
which they were confined in 1793. 

This principle also enables us to account for the greater steadiness of the 
real exchange between countries in the immediate vicinity of each other. 
The expense of transmitting a given quantity of bullion from London to 
Dublin or Paris, is much less than the expense of transmitting the same 
quantity from London to New York or Petersburg. And, as fluctuations in 
the real exchange can only he limited by the cost of transmitting bullion, 
they may consequently extend much farther between distant places than 
between those that are contiguous. 


Inquiry into the Circumstances which give Rise to a favorable or an unfavora- 
ble Balance of Payment. 


It will now be proper to investigate the circumstances which give rise to 
a favorable or an unfavorable balance of payments, and to appreciate their 
effects on the real exchange, and on the trade of the country in general. 
As this is one of the most important inquiries in the whole science of politi- 
cal economy, it will require to be discussed at some length. 


The Fact that the Value of the Imports exceeds that of the Exports does not 
warrant the Conclusion that the Balance of Payments is unfavorable. 


A very great, if not the principal, source of the errors into which practical 
merchants, and the majority of writers on the subject of exchange, have been 
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betrayed, appears to have originated in their confounding the sum which 
imported commodities are worth in the home market, with the sum which 
they cost in the foreign market. It is obviously, however, by the amount 
of the latter only, that the balance of payments, and consequently the real 
exchange, is influenced. A cargo of iron, for example, which cost £1000 
free on board at Gottenburg, might be worth £1200 or £1300 when imported 
into England ; but the foreign merchant would not be entitled to draw on 
London for more than its original cost, or £1000. It is clear, therefore, 
on the slightest consideration, that the circumstance of the value of the 
imports exceeding the value of the exports, does not authorize the conclusion 
that the balance of payments is unfavorable. A favorable or an unfavorable 
balance depends entirely on the sum due to foreigners for commodities 
imported from abroad being less or more than the sum due dy them for the 
commodities they have purchased ; but it has nothing to do with the prices 
eventually obtained for the imported or exported commodities. 

The great object of the mercantile system of commercial policy, a system 
which still continues to preserve a considerable influence in this and in every 
other country in Europe, is, the creation of a favorable balance of payments, 
and consequently of a favorable real exchange, by facilitating exportation 
and restricting importation. It is foreign to the object of this article to 
enter into any examination of the principles of this system, except in so far 
as they are connected with the subject of exchange ; but we hope to be able 
to show, in opposition to the commonly received opinions on the subject, 
that, under ordinary circumstances, the value of the imports must always 
exceed the value of the exports; and that this excess of importation has not, 
speaking generally, any tendency to render the real exchange unfavorable. 


In Countries carrying on an Advantageous Commerce, the Value of the Imports 
must always exceed the Value of the Exports. 


It is the business of the merchant to carry the various products of the 
different countries of the world from those places where their value is least, 
to those where it is greatest ; or, which is the same thing, to distribute them 
according to the effective demand. It is clear, however, that there could be 
no motive to export any commodity, unless the commodity which it was 
designed to import in its stead was of greater value. When an English 
merchant orders a quantity of Polish wheat, he calculates on its selling for 
so much more than its price in Poland as will be sufficient to pay the expense 
of freight, insurance, Xe. : and to yield, besides, the common and ordinary 
rate of profit on the capital employed in the business. If the wheat did not 
sell for this sum, its importation would obviously occasion a loss to the 
importer. No merchant ever did or ever will export, but in the view of 
importing a greater value in return. And so far from an excess of exports 
over imports being any criterion of an advantageous commerce, it is quite 
the reverse ; and the truth is, notwithstanding all that has been said and 
written to the contrary, that unless the value of the imports exceeded that of 
the exports, foreign trade could not be carried on. Were this not the case— 
were the value of the exports always greater than the value of the imports, 
merchants would lose on every transaction with foreigners, and the trade 
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with them would either not exist at all, or, if begun, would be speedily 
relinquished. 

In England, the rates at which exports and imports are valued were fixed 
so far back as 1696. But the very great alteration that has since taken 
place, not in the value of money only, but in the cost of most part of the 
commodities produced in this and other countries, has rendered this official 
valuation, though valuable as a means of determining their quantity, of no 
use whatever as a criterion of the true value of the imports and exports. 
To obviate this defect, an account of the real or declared value of the 
exports is annually prepared from the declarations of the masters, and laid 
before parliament. There is, however, no such account of the imports ; 
and, owing to the difficulties which high duties throw in the way, it is, 
perhaps, impossible to frame one with any thing like accuracy. It has also 
been alleged, and apparently with some foundation, that merchants have not 
unfrequently exaggerated the value of articles entitled to drawbacks on 
exportation ; but the recent extension and improvement of the warehousing 
system, and the decrease in the number of drawbacks, must materially lessen 
whatever fraud or inaccuracy may have arisen from that source. Indeed, as 
most articles are charged with an ad valorem duty of 10s. per cent. on expor- 
tation, the fair presumption is, that their value will be underrated. We 
believe, however, that the declared value of the exports comes pretty near 
the truth, at least sufficiently so for all practical purposes. 

But if perfectly accurate accounts could be obtained of the value of the 
exports and imports, there can be no manner of doubt that in ordinary years 
the latter would always exceed the former. The value of an exported 
commodity is estimated when it is shipped, before its value is increased by 
the expense incurred in transporting it to the place of its destination ; but 
the value of the commodity imported in its stead is estimated after it has 
arrived at its destination, and, consequently, after it has been enhanced by 
the cost of freight, insurance, importer’s profit, Xe. 

It is of very little importance, in so far at least as the interests of commerce 
are concerned, whether a nation act as the carrier of its own imports and 
exports, or employ others. A carrying nation appears to derive a compara- 
tively large profit from its commercial transactions ; but this excess of profit 
is nothing more than a fair remuneration for the capital it employs, and the 
risk it incurs, in transporting commodities from one country to another. 
Were the whole trade between this country and France carried on in British 
bottoms, our merchants, in addition to the value of the goods exported, 
would also receive the cost of their carriage to France. This, however, 
would not occasion any loss to that country. The French merchants must 
pay the freight of the commodities they import ; and if the English can 
afford it on cheaper terms than their own countrymen, there is no good 
commercial reason, though there may be others of a different kind, why they 
should not employ them in preference. 

In the United States, the value of the imports, as ascertained by the 
custom-house returns, always exceeds the value of the exports. And although 
our practical politicians have been in the habit of considering the excess of 
exports over importsas the only sure criterion of an advantageous commerce, 
‘it is nevertheless true, that the real gain of the United States has been 
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nearly in rtion as their imports have exceeded their vagal Pitkin 
on the is of the United States, 2d ed. P. 280. e great excess 
of American imports has been in part occasioned by the Americans generally 
exporting their own surplus produce, and consequently receiving from foreign- 
ers, not only an equivalent for their exports, but alsc for the cost of conveying 
them to the foreign market. ‘‘In 1811,’ says the author just quoted, 
** flour sold in America for nine dollars fifty cents per barrel, and in Spain 
for fifteen dollars. The value of the cargo of a v carrying 5000 barrels 
of flour would, therefore, be estimated, at the period of its exportation, at 
47,500 dollars; but as this flour would, because of freight, insurance, 
exporter’s profits, &c., sell in Spain for 75,000 dollars, the American mer- 
chant would be entitled to draw on his agent in Spain for 27,500 dollars 
more than the flour cost in America, or than the sum for which he could have 
drawn had the flour been exported on account of a Spanish merchant. But 
the transaction would not end here: the 75,000 dollars would be vested in 
some species of Spanish or other European goods fit for the American 
market ; and the freight, insurance, &c., on account of the return cargo would 
perhaps increase its value to 100,000 dollars; so that in all, the American 
merchant might have imported commodities worth 52,500 dollars more than 
the flour originally sent to Spain.” It is as impossible to deny that such a 
transaction as this is advantageous, as it is to deny that its advantage con- 
sists entirely in the excess of the value of the goods imported over the 
value of those exported. And it is equally clear that America might have 
had the balance of payments in her favor, though such transactions as 
the above had been multiplied to any conceivable extent. 

Instead, therefore, of endeavoring to fetter and restrict the trade with 
those countries from which we should otherwise import a greater value than 
we exported, we ought to give it every possible facility. Every man con- 
siders that market as the best in which he is able to obtain the highest 

rice, or the greatest value in exchange for his goods; why then should he 
excluded from it? Why compel a merchant to dispose of a cargo of mus- 
lin for £10,000 rather than £12,000? The wealth of a state is made u 
of the wealth of individuals; and we have yet to learn that any more ef- 
fectual method of increasing individual wealth can be devised than to per- 
mit every person to make his purchases in the cheapest, and his sales in the 
dearest market. 


Erroneous Notions relative to the Balance of Trade have been the Cause of the 
Restrictions which have annihilated the Trade with France. 


It would be difficult to estimate the mischief which absurd notions relative 
to the balance of trade have occasioned in almost every commercial country. 
In Great Britain they have been particularly injurious. It is principally to 
the prevalence of prejudices to which they have given rise, that the restric- 
tions imposed on the trade between this country and France are to be ascrib- 
ed. The great, and, indeed, the only argument insisted on by those who 
prevailed on the legislature to declare the trade with France a nuisance 
(Prohibition Act, 1st William and Mary,) was founded on the fact, 
that the value of the imports from that kingdom considerably exceeded the 
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value of the exports. The balance was termed a tribute paid by England 
to France ; and it was sagaciously asked, what had we done that we should 
be obliged to pay so much money to our deadly enemy? It never occurred 
to these wise persons, that no merchant would import any commodity from 
France, unless it brought a higher price in this country than the commodity 
exported in its stead ; and that the profit of the merchant, or, which is the 
same thing, the national gain, aul denen on this excess of price. The 
reason assigned for prohibiting the trade, affords the best proof of its having 
been a lucrative one. There cannot, indeed, be a doubt, that an unrestrict- 
ed freedom of intercourse between the two countries would be of the great- 
est service to both. The peculiarities in the soil and climate, and in the 
national character of the people, of Great Britain and France, enable the 
one to produce various species of raw and manufactured commodities at a 
cheaper rate than they can be produced by the other. If we were allowed 
freely to purchase and imper! under moderate duties, the silks, the wines, 
and the brandies of France, chose things which we can supply cheaper than 
our ingenious neighbors would be taken in payment. An extensive market 
would thus be created for a vast variety of articles, and a natural and pow- 
erful stimulus would be applied to the industry of both countries. No- 
body denies that the trade with America, Portugal, and the Baltic is 
advantageous ; and if so, why is the trade with France to be considered as 
prejudicial? Supposing the trade between the two countries were perfectly 
free, does any one imagine that our merchants would export or import any 
commodity to or from France, provided they could either sell or buy it on 
better terms anywhere else ? if the restrictions on the French trade be not 


really injurious, that is, if the trade with France be either a losing or a less 
advantageous one than that with other countries, we may rest assured that 
the throwing it open would not make a single individual engage in it. 

As the real price of commodities is always proportioned not only to the 
expense of their production, but also to the _— necessarily incurred in 


conveying them to the place where they are to be consumed, it is plain that 
a nation which prohibits trading with the countries in her vicinity must pay a 
higher price for her imported commodities, and be obliged to exact a higher 
price for those which she exports, than would be necessary were she able to 
rocure the one or to dispose of the other in her immediate neighborhood. 
f the same sort of wine could be bought at Bordeaux equally cheap as at 
Lisbon, the difference of freight would enable it to be sold cheaper in Lon- 
don. It is this principle in fact, which renders the home trade peculiarly 
advantageous. The arties engaged in it live near each other, and conse- 
quentiy each obtains the commodity of which he stands in need at its cheap- 
est rate, and without being obliged to pay any great additional sum on 
account of carriage. When, therefore, we restrict the trade with countries 
in our immediate vicinity, we act in the teeth of that very principle which is, 
in every other case, admitted to be advantageous. We compel such of our 
ple as purchase foreign commodities, to buy them at a comparatively 
figh price ; while by raising the price of the commodities we export, the 
market for them is injuriously contracted. 
But the partisans of the exclusive or mercantile system will perhaps tell 
us, that they do not mean to contend that it is profitable to export a greater 
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value than is imported, but that by exporting an excess of raw and manu- 
factured commodities, the balance of payments is rendered favorable, and 
that this balance (which they consider as representing the entire net profit 
made by the country on its transactions with foreigners) is always paid 
in bullion. 


Favorable or Unfavorable Balance not always received or paid in Bullicn. 


It will, however, be easy to show that this statement is altogether erro- 
neous ; that a balance, whether on the one side or the other, is seldom or 
never cancelled by means of bullion ; and that this balance is not a meas- 
ure, and has in fact nothing to do with the profit or loss attending foreign 
commercial transactions. 

1. So long as the premium on foreign bills is less than the expense at- 
tending the transit of bullion from a country which bas an unfavorable real 
exchange, no merchant ever thinks of subjecting himself to an unnecessary 
expense, by exporting bullion to pay a foreign debt. But though the pre- 
mium on foreign bills had increased, so as to equal the cost of exporting the 
precious metals, for it cannot exceed this sum, it does not by any means 
follow that they would therefore be exported. That depends entirely on 
the fact, whether bullion be, at the time, the cheapest exportable commodity, 
or, in other words, whether a remittance of bullion be the most advantageous 
way in which a debt may be discharged. If a London merchant owe 
£100.in Paris, he sets about finding out the cheapest method of paying it. 
On the supposition that the real exchange is two per cent. below par, and 
that the expense of remitting bullion, including the profit of the bullion 
merchant, is also two per cent., it will be indifferent to him whether he pay 
£2 of premium for a bill of £100 payable in Paris, or incur an expense of 
£2, by remitting £100 worth of bullion directly to that city. If the prices 
of cloth in Paris and London be such, that it would require £103 to pur- 
chase and send as much cloth to Paris as would sell for £100, he would 
undoubtedly prefer buying a bill or exporting bullion. But if, by incurring 
an expense if £101, the debtor be able to send as much hardware to Paris 
as would sell for £100, he would as certainly prefer paying his debt by an 
exportation of hardware. By doing so, he saves one per cent. more than 
if he bought a foreign bill or remitted bullion, and two per cent. more than 
if he exported cloth. If there had been any other commodity that might 
have been exported with more advantage, he would, of course, have used it 
in preference. 

{t is obvious, therefore, that the exportation of bullion is regulated by 
precisely the same principles which regulate the export and import of other 
commodities. It is exported when its exportation is most advantageous ; 
that is, when it is less valuable at home and more valuable abroad than any 
other commodity ; and it cannot be otherwise exported. The balance of 

yments might be a hundred millions against a country, without depriving 
it of a single ounce of bullion. No merchant would remit £100 worth of 
gold or silver from England to discharge a debt in Paris, if he could invest 
£98, £99, or any smaller sum in any other species of merchandise which, 
exclusive of expensez, would sell in France for £100. Those who deal in 
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the precious metals are, we may depend upon it, as much under the influence 
of self-interest as those who deal in coffee or indigo. But who would attempt 
to discharge a foreign debt, by exporting coffee which cost £100, if he could 
effect the same object by sending abroad indigo which cost only £97? No 
person in his senses would export a hat to be sold for 20s. provided he 
could sell it at home for a guinea; nor would any person export an ounce 
of bullion, if its value were not less in the exporting than in the importing 
country, or if there were any other commodity whatever that might be 
exported with greater advantage. 

2. It is in vain to contend that, by permitting an unrestricted freedom 
of trade, one country might become indebted to another, which had no 
demand for any sort of ordinary merchandise, and which would only accept 
of cash or bullion in exchange for its exports. Such a case never did, and 
never will occur. Avnation whichis in want of money must also be in want 
of other things ; for men only desire money because of its being the readiest 
means of increasing their command over the necessaries and enjoyments of 
life. The extreme variety, too, in the soil and climate, in the machinery, 
and in the skill and industry of the artisans belonging to different countries, 
must always occasion a considerable difference in the prices of their products. 
And until the cost of production be equalized, there must always be a 
foreign demand for those commodities which can be produced cheaper at 
home than abroad ; and until the desire to accumulate be banished from the 
human breast, there must always be an inclination to send commodities from 
those countries where their exchangeable value is least, to where it is 

3. In treating of the nominal exchange, we endeavored to show, that it 
is impossible that any country should be able, for any length of time, to 
import or export a greater quantity of bullion than may be nécessary to 
preserve the value of bullion in it, in its proper relation to the bullion of 
other countries; or, which is the same thing, to have the real exchange 
either permanently favorable or unfavorable. But though this principle be 
strictly true in reference to its aggregate exchanges, it is incorrect when 
the state of its exchange with one country only is considered. Great Britain, 
for example, may constantly have the exchange in her favor with Portugal, 
provided she have it constantly, and to an equal extent, against her with 
the East Indies, or some other country. ‘‘She may,’’ to use the words of 
Mr. Ricardo, ‘‘ be importing from the north the bullion which she is export- 
ing to the south. She may be collecting it from countries where it is 
relatively abundant, for others where it is relatively scarce, or where, from 
some particulaw causes, it is in great demand. Spain, who is the great 
importer of bullion from America, can never have an unfavorable exchange 
with her colonies ; and as she must distribute the bullion she receives among 
the different nations of the world, she can seldom have a favorable exchange 
with, the countries with which she trades.’”” See Reply to Mr. Bosanquet’s 
Observations on the Report of the Bullion Committee, p. 17; one of the 
best pamphlets that has ever been published on the subject of exchange. 

It was by this principle that Lord King ingeniously, and, we think, 
successfully accounted for the nearly continued favorable exchange between 
this country and Hamburg, from 1770 to 1799. His Lordship showed that 
the importation of bullion from Hamburg and other countries was only 
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equivalent to the quantity exported to the East Indies and consumed at 
home ; that the demand corresponded to the supply ; and that its value 
remained pretty stationary. The extraordinary influx of bullion into this 
country from the continent at the era of the bank restriction in 1797, and 
the very favorable state of the exchange, were undoubtedly owing, in a very 
t degree, to the reduction in the issues of bank paper, and to the 
iminution of the gold currency caused by the hoarding of guineas, &c. In 
1797 and 1798, above jive millions of guineas were coined at the mint ; 
and this extraordinary demand for gold is of itself abundantly sufficient to 
account for the very favorable exchange of that period, and for the length 
of time which it continued. But, at the same time that the demand for 
gold bullion for the mint was thus increased, the demand for silver bullion, 
for the purpose of exportation by the East India Company, had also been 
porportionally augmented. In 1795, the quantity exported on account of 
the Company, and of private persons, amounted to only 151,795 ounces. 


In 1796 to ° 290,777 In 1798 to ‘ 3,565,691 
1797 . , 962,880 1799 . ‘ 7,287,327 


From this period the exportation of silver to the East Indies was very 
much reduced ; and, in the years in which the exchange was most unfavor- 
eble, it had almost entirely ceased. 

Instead, therefore, of the extraordinary importation of bullion from Ham- 
burg in 1797 and 1798 affording, as Mr. Bosanquet and others have 
supposed, a practical proof of the fallacy of the opinion of those who contend 
that it is,impossible, for any length of time, to destroy the natural equality 
in the e of bullion in different countries, it is a striking example of its 
truth. ithout this influx, bullion in this country could not have main- 
tained its proper value, as compared with that of other countries. We 
imported it, because, owing to the reduction of the paper currency, and the 
increased — by the East India Company, its value was rendered 
higher here on the continent ; and, consequently, because the conti- 
nental merchants found it advantageous to send bullion to us, in the same 
manner as they would have sent corn, or any other commodity for which 
there aecathene to be an unusual demand in Great Britian. For, however 
favorable the real exchange between Hamburg and London might have been 
to the latter, we should not have imported a single ounce of bullion, had it 
not been, at the time, the most advantageous article with which Hamburg 
could discharge its debt to London. 

4. In the absence of all other arguments, it would be sufficient to state, 
that it is physically impossible that the excess of exports over imports, as 
indicated by the custom-house returns, should be paid in bullion. Every 
country in the world, with the single exception of the United States, has its 
apparently favorable balance ; and of course, if they really existed, they 
would have to be paid by an influx of bullion from the mines correspondent 
to their aggregate amount. It is certain, however, that the entire produce 
of the mines, though it were increased in a tenfold proportion, would be 
insufficient for this purpose! This of itself is decisive of the degree of 
credit which ought to be attached to the commonly received opinions on this 


subject. 
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5. In the last place, the profit on transactions with foreigners does not 
consist in the quantity of bullion imported from abroad, but in ‘‘ the excess 
of the value of the imports over the value of the exports.” If, in return 
for exported commodities worth ten or twenty millions, we import such 
as pre worth fifteen or thirty, we shall gain 50 per cent. by the transaction, 
though the exports should consist entirely of bullion, and the imports of 
corn, sugar, coffee, &c. It is a ridiculous prejudice that would make us 
import bullion rather than any other commodity. But whatever the partisans 
of the exclusive system may say about its being a preferable product, a 
marchandise par excellence, we may be assured that it will never appear 
in the list of exports or imports, while there is any other commodity with 
which to carry on trade that will yield a larger profit. 


Effect of Fluctuations in the Real Exchange on Foreign Trade. 


Thus it appears that the excess of exports over the imports, instead of 
being any proof of an advantageous commerce, is distinctly and completely 
the reverse ;—that a commercial country may, and almost always does, 
import commodities of greater value than it exports, without rendering itself 
indebted to foreigners ;—and that when a balance of debt has been contracted, 
that is, when the sum payable to foreigners for imported commodities is greater 
than the sum receivable from them for exported commodities, the balance will 
not be paid by sending bullion from the debtor to the creditor country, unless 
it be at the time the most profitable article of export. 

We have, in the previous section, shown that fluctuations in the nominal 
exchange have no effect on foreign trade. When the currency is depre- 
ciated, the premium which an exporter derives from the sale of the bill 
drawn on his correspondent strand, is barely equivalent to the increase in 
the price of the goods exported, occasioned by the depreciation. But when 
the premium on a foreign bill is not a consequence of a fall in the value of 
money, but of a deficiency in the supply of bills, there is no rise of prices, 
and under such circumstances the unfavorable exchange undoubtedly operates 
as a stimulus to exportation. As soon as the real exchange diverges from 
par, the mere inspection of a price current is no longer sufficient to regulate 
the operations of the merchant. If it be unfavorable, the premium which 
an exporter receives on the sale of bills must be included in the estimate of 
the profit he is likely to derive from the transaction. The greater that 
premium, the less will be the difference of prices necessary to make him 
export. And hence an unfavorable real exchange has exactly the same 
effect as a bounty on exportation equal to the premium on foreign bills. 

But for the same reason that an tativesitie real exchange increases 


exportation, it LOT igh vga | diminishes importation. When the exchange 
e, 


is really unfavorable, the price of foreign commodities brought to our markets 
must be so much under their price at home, as not merely to afford, exclusive 
of expenses, the ordinary profit on their sale, but also to pay the premium 
which the importer must give for a foreign bill, if he remit one to his corres- 
pondent, or for the discount, added to the invoice price, if the latter draw 
upon him. A much less quantity of foreign goods will therefore suit our 
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markets when the real exchange is unfavorable ; and fewer payments having 
to be made abroad, the competition for foreign bills is diminished, and the 
real exchange rendered proportionally favorable. In the same way, it is 
easy to see that a favorable real exchange must operate as duty on exporta- 
tion. and as a bounty on importation. , 

It is thus that fluctuations in the real exchange have a necessary tendency 
to correct themselves. They can never, for any considerable period, exceed 
the expense of transmitting bullion from the debtor to the creditor country. 
But the exchange cannot continue permanently favorable or unfavorable to 
this extent. When favorable, it corrects itself by restricting exportation 
and facilitating importation; and when unfavorable, it produces the same 
effect by giving an unusual stimulus to exportation, and by throwing obstacles 
in the way of importation. The true par forms the centre of these oscilla- 
tions ; and though the thousand circumstances that daily and hourly affect 
the state of debt and credit, prevent the ordinary course of exchange from 
being almost ever precisely at par, its fluctuations, whether on the one side 
or the other, are confined within certain limits, and have a constant tendency 
to disappear. 

The natural tendency which the exchange has to correct itself is powerfully 
assisted by the operations of the bill merchants. 


The Operations of the Bill Merchants have a Tendency to lessen Fluctuations in 
the Real Exchange. 


England, for example, may owe an excess of debt to Amsterdam, yet, as 
the aggregate amount of the debts due by a commercial country, is generally 
balanced by the amount of those which it has to receive, the deficiency of 
bills on Amsterdam in London will most probably be countervailed by a 
mae 5 redundancy of them in some other quarter. Now, it is the 

usiness of the merchants who deal in bills, as of those who deal in bullion 
or any thing else, to buy them where they are cheap, and to sell them where 
they are dear. They therefore buy up the bills drawn by other countries on 
Amsterdam, and dispose of them in London ; and by so doing, prevent any 
great fall in the ‘sy of bills on Amsterdam in those countries in which the 
supply exceeds the demand, and any great rise in Great Britain and those 
countries in which the supply happens to be deficient. In the trade between 
Italy and this country, the bills-drawn on Great Britain amount almost inva- 
riably to a greater sum than those drawn on Italy. The bill merchants, 
however, by buying up the excess of the Italian bills on London, and selling 
them in France, Holland, and other countries indebted to England, prevent 
the real exchange from ever becoming very much depressed. 


A large Foreign Expenditure has no Permanent Effect on the Exchange. 


An unusual deficiency in the supply of corn, or of any other article of 
rime necessity, the demand for which could not be immediately contracted, 
by causing a sudden augmentation of the imports from abroad, materially 
affects the state of debt and credit with foreign countries, and depresses the 
exchange. In time of war the balance of payments is liable to be still further 
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deranged ; the amount of the bills drawn on a country carrying on foreign 
hostilities, being increased by the whole expense of its armaments abroad, 
and of subsidies to foreign powers. But neither the conjoined nor separate 
influence of both or either of these causes can exert any permanent influence 
over the exchange. A sudden increase in the accustomed supply of bills 
must, in the first instance, by glutting the market, occasion their selling at a 
discount ; but this effect can only be of temporary duration. The unusual 
facilities which are then afforded for the exportation of manufactured produce 
to the foreign market, and the difficulties which are thrown in the way of 
importation, never fail speedily to bring the real exchange to par. 

n a period of profound peace we may, by exporting an excess of raw or 
manufactured produce, overload the foreign market, and occasion such a 
decline in the price of British goods abroad, as to render the imported less 
valuable than the exported commodities with which they have been purchased. 
But such a state of things speedily effects its own cure. The distress which 
it necessarily occasions leads to an immediate diminution of exports ; and the 
supply of British commodities in the foreign market being thus rendered 
more nearly commensurate with the demand, they of course sell for an ade- 
quate profit ; and the value of the imports again exceeds, as it always ought 
to do, the value of the exports. But whenever a country hasa large foreign 
expenditure to sustain, its exports are proportionally augmented. Such an 
expenditure can only be discharged either by the government directly sending 
abroad an equivalent amount of commodities, or by means of bills of 
exchange drawn against produce exported by private individuals. Sup- 
posing the foreign expenditure of Great Britain during the late war to have 
amounted to ten or twenty millions a-year, it is evident we must have annu- 
ally exported an equal amount of the produce of our land, capital, and labor, 
for which payment would be received, not, as in ordinary cases, by a corres- 

nding importation of foreign commodities, but from the treasury at home. 

is is strictly true, even though it were admitted that the expenditure had, 
in the first instance, been entirely discharged by remittances of bullion ; for 
the increased supply of bullion which was thus required could be obtained 
only by an equally increased exportation of other produce to the countries 

ssessed of mines, or from which it could be advantageously imported. 
Foreign expenditure, by increasing exports precisely in proportion to its own 
amount, is incapable of exerting any permanent effect on the exchange. 

Thus it appears that a really great excess of exports, instead of being any 
criterion of increasing wealth at home, is only a certain indication of great 
expenditure abroad. ‘‘ When,’’ says Mr. Wheatley, ‘‘the exports exceed 
the imports, as they must do when there is a large foreign expenditure, the 
equivalents for the excess are received abroad in as full and ample a manner 
as if the produce which they purchased were actually imported and entered 
in the custom-house books, and afterwards sent to the seat of war for con- 
sumption. But from the circumstance of its not being inserted in the custom- 
house entries as value received against the produce exported for its payment, 
the latter is deemed to constitute a favorable balance, when it is in reality 
exported to liquidate a balance against us.” (Wheatley On the Theory of 
y~ me p- 219.) 
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Cause of the Rise of the Exchange in 1815 and 1816. 


But however conclusive this reasoning may appear, it has nevertheless 
been contended, that it is at variance with the fact ; and that the rise of the 
exchange in autumn, 1814, and its restoration to par in 1816, when the 
restriction on cash payments at the bank was in full operation, is a practical 
and convincing proof that its previous depression had not been a consequence 
of the depreciation of the currency, but of the excessive supply of bills on 
London in the foreign market, occasioned by the expensive contest in which 
we were then engaged. According to our view of the matter, however, this 
fact leads to a precisely opposite conclusion. It is of no use to tell us that 
the exchange came to par while the restriction act was unrepealed. It was 
never contended that the fact of such law being in existence had any effect 
on the currency. The restriction was justly condemned, because it enabled 
the Bank of England to deluge the country with paper. If the bank had 
never abused that power,—if the proprietors had sacrifieed their own indi- 
vidual interests to those of the public, and had constantly kept their paper 
on a level with bullion,—the restriction act, though unwise, would, as to 
consequences, have been the same as if it had never existed. The question 
is not, therefore, whether the exchange came to par while the restriction 
continued, but whether it came to par while as many notes circulated as in 
the period of its greatest depression? If this could be shown, and if it 
could also be shown that the effective demand for paper had not, at the same 
time, been proportionally increased, the argument would be conclusive ; and 
we should be compelled to admit that a great comparative increase of paper 
money has no tendency to diminish its value, or to render the nominal 
exchange unfavorable ! 

But it would be worse than idle to set about proving, by argument, a fact 
so notorious as the prodigious diminution of aa paper, in 1814, 1815, and 
1816. In that period above 240 country banks stopped payment; and 
ninety-two commissions of bankruptcy were issued against these establish- 
ments ; being at the rate of one commission against every seven and a half 
of the total number of banks existing in 1813! The Board of Agriculture 
estimated, that in the county of Lincoln alone above three millions of bank 
paper had been withdrawn from circulation ; and the total diminution of the 
currency during the three years in question has seldom been estimated at 
less than from sixteen to twenty millions, though it probably amounted to a 
great deal more. Mr. Horner, the accuracy and extent of whose information 
cannot be called in question, made the following statement on this subject, 
in his place in parliament : 

*“‘ From inquiries he had made, and from the accounts on the table, he 
was convinced that a greater and more sudden reduction of the circulating 
medium had never taken place in any country than had taken place since 
the peace in this country, with the exception of those reductions that had 
taken place in France after the Mississippi scheme, and after the destruction 
of the assignats. The reduction of the currency had originated in the 
previous fall of the prices of agricultural produce. That fall had produced 
a destruction of country-bank paper, to an extent which would not have been 
thought possible, without more ruin than had actually ensued. The Bank 
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of England had also restricted its issues. As appeared by the accounts 
recently presented, the average amount of its currency was not, during the 
last year, more than between £25,000,000 and £26,000,000 ; while two 
years ago it had been nearer £29,000,000, and at one time even amounted 
to £31,000,000. But without looking to the diminution of Bank of Eng- 
land paper, the reduction of the country paper was enough to account for 
the rise which had taken place in the exchange.” 

Here, then, is the cause of the exchange coming to par in 1815 and 1816. 
It had nothing to do with the cessation of hostilities, but was entirely a 
consequence of the increased value of our currency, caused by the sudden 
reduction of its quantity. Instead, therefore, of being at variance with the 
principles we have been endeavoring to elucidate, this fact affords the 
strongest confirmation of their perfect correctness. And having been sane- 
tioned by the fullest experience, they may be considered as beyond the reach 
of cavil and dispute. 

An objection of a different sort has been made, by a very able economist, 
to another part of the theory maintained in this section, of which it may 
be proper to take some notice. 

[ To be continued in the March No. } 


PANN 


Tue Frest Corron Facrory.—A correspondent of the Providence Journal says: 


“The American Quarterly Register for June contains some very interesting 
manufacturing statistics. The editor has fallen into an error, however, which we 
take the liberty to correct. Speaking of the factory erected in Byfield, Mass., in 
1793, he says it was ‘the first regular factory establishment in the United States.’ 
There are at least two that took precedence of the Byfield establishment, viz. : one 
in Beverly, Mass. erected in 1788, and chartered in 1789, and one in Pawtucket, 
established in 1790. The spinning and weaving in the Beverly factory were done 
by hand power. In the Pawtucket factory, the machinery was moved by water 
power. In 1789, General Washington visited the factory in Beverly, and ex- 
pressed a warm interest in its success. During that year, 10,000 yards of cotton 

oods, such as corduroys, velveteens, &c., were manufactured there. It was a 
> a of small things, indeed, but the representative of a branch of industry now 
vitally connected with our national prosperity.” 


Tue Mrinerat Weatru or AtasamMa.—Of the extent and value of the coal de- 
posits in this region there can beno doubt. Most of the coal beds hitherto found 
are less than four feet in thickness — in strata too thin for mining — but several 
of them are four feet thick and upwards. Those above three feet are more nu- 
merous still. I do not mean that they are found in numerous places merely, but 
that they are different strata, clearly defined, lying one above another. The far 

eater number are above the level of high water, appearing in bluffs which over- 

ang the channel of the stream, and, indeed, at the bottom of its bed. The river 
runs on coal, sometimes bare, sometimes shielded by sand rock, for above one 
hundred miles. The coal is bare in all the little streams that run into the river. 
The greater part of the land in the coal region is public, and may be obtained at 
the government price. 

The dip of the coal is uniformly in the direction of the natural drainage of the 
country. All the Warriar beds, thick or thin, are so, and therefore require noth- 
ing but ditching to keep the mining operations free from the ingress of water. 
This is true of those on the North river, also, so far as has beenexamined. Those 
on the Cahawba river are at an angle of 45° with the horizon. They dip oblique- 
ly across the drainage of the country, and will, it is apprehended, require great 
power to keep them dry.— Mobile Herald. 
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Banking in Alabama. 


BANKING IN ALABAMA. 


Extracts from the Message of Governor Collier to the Senate and House 
of Representatives of Alabama, December, 1849, upon the subject of 


BANKS AND A PAPER CURRENCY. 


Entertaining the opinion that the people of this State are in favor of a 
paper currency, and that they expect the Legislature, at its present session, 
to enact some safe and practical system, by which it may be provided, at 
least to some extent, I beg leave to invite the attention of the General 
Assembly to the early consideration of this interesting subject. It is gener- 
ally conceded that an exclusive metallic currency is most inconvenient and 
costly. The loss from abrasion alone is variously estimated at a large sum, 
while from other causes it perhaps amounts to much more. The conve- 
nience and cheapness of paper money induces its use in all commercial 
countries, and the objection, that it is too easily counterfeited, will lie quite 
as justly against gold coin. 

The right to furnish a paper currency is usually a franchise enjoyed by 
the few, or if all are allowed to participate in it, certain conditions are 
prescribed as a pre-requisite ; and it is not a mere profitless privilege, but it 
generally holds forth large gains to the successful banker. Those who 
enjoy it, should not object to furnish bill-holders and others who may confide 
in them, a reasonable security that their liabilities will be met; but a pref- 
erence in making the assets of a bank available, or in charging a stock- 
holder in an incorporated bank, upon his individual liability, should be 
conceded to the former. Such a distinction in creditors is important to the 
credit of bank bills, and to induce their free circulation. Depositors cannot 
complain, as they will act voluntarily in intrusting their money to banks, 
and with a full knowledge of their rights. The Free Bank System, as it 
has been designated elsewhere, requires an ample and available security to 
be deposited with some public officer, previous to commencing business ; 
but the only security I have known to be provided in the case of stock 
banks, is to make the shareholders liable for defaults of the bank, in their 
individual capacity, in proportion to their respective interests. Such, I 
believe, has been the law in Massachusetts and perhaps other States, for 
years. The new constitution of New York introduces it in that State, and 
a recent statute has enacted a remedy by which the constitutional provision 
may be enforeed. 

The liability of stockholders, in their private capacity, will have the 
effect to associate capitalists, and induce prudence and caution in the man- 
agement of a bank. Banks thus constituted will be apt to command public 
confidence by the increased security afforded for the payment of their debts. 
If judiciously conducted, they will do business largely upon their capitals. 
They would not expand much beyond their present means, and, conse- 
quently, but little inconvenience need be apprehended from contractions. 

Should it be the pleasure of the General Assembly to incorporate stock 
banks, I incline to think it best to enact a general law adapted to such 
banks as may be chartered at the present or any succeeding session, 
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instead of passing an extended act applying exclusively to each. It cannot 
be expected that I should state in detail the special provisions of such an 
enactment ; there will be no difficulty in adjusting these, if some of the 
statutes of our sister States and some of our own are consulted. 

I may, however, remark, that among the leading features of such an act, 
it should be provided : 


1. No bank should go into operation until at least one-half of its capital stock 
shall have been paid in gold or silver coin, the money counted by commission- 
ers appointed for that purpose, and their report made to the Comptroller. 

2. The remainder of the stock subscribed should be paid in equal parts, in six- 
ty and one hundred and twenty days from the time the bank commences opera- 
tions. Upon default of a stockholder to make such payment, his shares should 
be sold, and if they shall yield a surplus of money beyond what is necessary 
to pay for the stock, with interest and the charges incident to the sale, it should 
be paid over to him. 

3. No loan should be made, directly or indirectly, to any stockholder, nor any 
note or bill discounted on which his name appears as adrawer, drawee, endorser 
or surety, until the amount of his subscription shall have been paid into the 
bank ; and no part of the capital stock should be sold or transferred until it shall 
have been fully paid for. 

4. The amount of bills issued should not, at any time, exceed thrice the 
amount of stock actually paid in. 

6. If any bank shall issue bills to a greater amount than the law authorizes, 
the Directors under whose administration it may happen, should be liable for 
the excess in their private capacities; unless dissenting or absent Directors 
shall exempt themselves from the liability by complying with certain conditions 
to be prescribed. 

6. No bank should be allowed to employ any part of its money in trade or 
commerce. 

7. If the payment of any bill or note in gold or silver coin shall be delayed or 
refused, when presented within the usual hours of business, the bank should 
pay to the holder a certain amount of damages. 

8. The powers of the Comptroller and General Assembly in respect to banks 
should be defined—the causes for which their charters may be forfeited should 
be particularized, and the Legislature authorized to declare a forfeiture, so as to 
render it unnecessary to resort to the tedious process of a judicial investigation. 

9. Every bank should paya prescribed annual tax upon its stock actually 
paid in. 

10. No bank should be authorized to issue bills of a less denomination than 
five dollars, and the Legislature should retain the right to extend the prohibition 
to ten dollars. 

11. The rate of interest on discounting any note, bill, or other security, should 
be limited to six per cent. Such rate of interest or discount should, however, be 
caleulated according to the established rules of banking; and, in discounting 
drafts or bills of exchange, in addition to the rate of interest, it should be allow- 
able to charge the then existing rate of exchange between the place where the 
bank is located and where the draft or bill is payable. 
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12. The President and Cashier of each bank should, once in each year, trans- 
mit to the Comptroller a report, to be made out according to a form to be fur- 
nished by the latter, showing the condition of their respective banks. 

13. For refusing to pay money deposited or collected, within some reasonable 
time after demand duly made, each bank should be made summarily liable to 
the amount deposited or collected, with interest and damages. 

14, The remedy for and against banks should be summary and mutual. 

15. Upon any bank’s charter expiring, being forfeited or declared void, the 
remedy for and against the bank should be continued until its business is closed. 

16. A provision similar to that of the eleventh section of the act to incorporate 
the Mobile Bank should be inserted, so as to make the stockholders liable in 
their individual or private capacities for the debts of the bank. It should be also 
provided, that stockholders who pay more than their proportions of demands 
may recover contribution, as in other cases of suretyship. 

17. The mode of assigning stock, with the restrictions upon assignments, 
should be clearly defined. 


The Free Bank System, as it is styled, has been established in several 
States, and is quite a favorite in New York, the State in which it was first 
introduced. It authorizes every individual or association to engage in the 
business of banking, and as there recently modified, requires the whole 
circulation to be secured by a deposit with the Comptroller of stocks of the 
State of New York or of the United States, to be, or to be made, equal to 
stocks producing six per cent per annum, for at least one-half the amount 
of the issue; the other half may be secured by such stocks, or by bonds 
and mortgages on improved productive real estate, to be taken for not more 
than two-fifths the value of the land, exclusive of buildings. Upon such 
security being given by a banking association or an individual banker, the 
Comptroller delivers to the association or individual an equal amount of 
bank notes for circulation, duly numbered, registered and countersigned, in 
his office ; and these notes form the circulation on which a banking business 
is done. If a bank note is not redeemed upon due presentation, by the 
association or individual issuing it, it is protested for non-payment, the 
securities made available for the payment of the circulation, notice given 
that it may be presented for payment—and the business thus closed. 
Whenever it is proposed to withdraw the securities, it is only necessary to 
return the bills to the Comptroller. 

This system seems to combine, at least in theory, simplicity, safety and 
a reasonable prospect of gain to the banker; and if it will succeed and 
secure all these i ek I am free to declare, that it commends itself 
very favorably to our consideration. In this State, we certainly could not 
receive real estate as security to any extent; its value is so fluctuating and 
uncertain, that it is impossible to estimate what it would command in cash 
at the present moment, much less what it will sell for at any future indefi- 
nate period. Even in New York, the average price at which mortgages, 
taken under the free bank law, were sold, up to the time of the recent mod- 
ification, was a fraction less than sixty-eight cents on the dollar. Alabama 
has paid the interest upon her debt, according to the letter of her contract, 
and never has manifested, and we hope never will, a disposition to repudiate ; 
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yet her bonds do not retain their nominal value in market, doubtless because 
when her available means are exhausted, she will have a large sum to raise 
by taxation, and it is apprehended by foreign capitalists, that as the debt 
becomes stale, the generation which contracted it passes away, and a new 
population takes place, the force of the obligation will not be sufficiently 
felt to induce them to submit to the burthen until the debt is extinguished. 
These considerations, with the additional one, that the bonds are renewable 
at the pleasure of the State, have caused them to depreciate far below par 
value. We have done nothing to contribute to such a result, and consequent- 
ly are not censurable for any departure from the line of moral duty. I 
have made this statement to show that our bonds would be an inadequate 
security, if taken at par, and consequently could not be received at that rate. 
Could we receive them at a lower estimate, without incurring the charge of 
intending to depreciate them for selfish motives? Besides, the professed 
object of the free bank law is to secure the bill-holder by securities readily 
convertible into cash. Are not depreciated stocks too unsteady to predicate 
of their present value what they will command in future? I merely throw 
out these suggestions, without pretending to affirm that some plan may be 
devised mutually agreeable and beneficial to the State and the bond-holder, 
by which our bonds may be received as security to some extent. We should 
not hesitate to authorize the reception of United States six per cents., or any 
other stocks of the Federal Government made equal to them so as to insure 
a sale at par, should a default occur. 

The effect of this system of banking would be to advance the stocks 
that were receivable, and thus diminish its own profits ; for all that was paid 
for them above the par value would be a clear loss, unless it could be reim- 
bursed by the accruing interest, and the profits realized by the use of the 
notes received from the Comptroller. When the stocks were paid off, the 
advanced price at which they were purchased would not be refunded. 

Upon the hypothesis that the securities were obtained at par, the profits 
of the banker may be thus stated: Interest upon one hundred dollars of 
stock at six per cent. is six dollars, and as he may safely use as much as 
eighty or ninety per cent. of the bills, (especially if he live in Mobile, or at 
a point where he can communicate with it by steam,) the profits thus made 
may be also added, deducting the charges of the Comptroller and the ex- 

nses incident to the business. If the security is unquestionable, and the 
Lehers operations and business qualifications are such as to command entire 
confidence, he will, most probably, only be called on for small sums in spe- 
cie, the payment of which will not at all embarrass him. An intelligent 
and cautious banker would deal largely in exchange, and place himself in 
funds at those points where money is most needed. Thus, such a one doing 
business in the interior of South Alabama, well supplied with exchange on 
Mobile and New York, with ten per cent. of coin, would be impregnable ; 
for as it respects this portion of our State, these are the points of centraliza- 
tion, and exchange there would be at least equivalent to specie. 

The profits of such an institution would, perhaps, be something less than 
a stock bank, organized upon the plan we have developed, if all the means 
which the latter is authorized to employ were actively and judiciously used ; 
yet, it is believed that few stock banks realize greater profits than a success- 
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ful banker under the free bank system. To this it may be added, the latter 
system will prove safer for individual bankers, even if less profitable. An 
advantage has been given to the free banks in the city of New York over 
the safety fund banks, by permitting them to charge a higher rate of inter- 
est on short paper, and exempting them from the safety fund tax. We 
might, perhaps, relieve them from the payment of a tax beyond what is 
necessary to defray the expenses they occasion ; but I should deem it inexpe- 
dient to discriminate in the rate of discount. 

I cannot avoid the conviction that the free bank system furnishes the 
safest circulation of any with which we are familiar; and as it cannot 
expand beyond a defined limit, no great danger is to be apprehended from 
its contraction. 

Notwithstanding the system is safe, and to a great degree powerless for 
harm, I doubt whether it can be relied on to furnish a paper currency in 
this State. Our citizens own but a small amount of stocks, and, it is 
believed, would not be inclined to invest in any but United States six per 
cents., and not even in these at the present advanced price. Although non- 
resistant holders of stocks might lend them to some extent upon assurances 
of being well compensated by the borrowers, it is barely probable that a 
sufficient amount would be brought here to furnish a circulation adequate to 
the wants of our people. But suppose the deposit of stocks with the Comp- 
troller should authorize the issue of as much circulation as we could advan- 
tageously use, will not the withdrawal of the stocks, in consequence of their 
payment by the United States, or the States, cause an inconvenient change 
in moneyed facilities? As neither the States nor Federal Government are 
inclined to continue their indebtedness beyond the period of their ability to 
discharge it with convenience, can we rely eo their stocks for any length 
of time as the basis of a paper currency? It is impossible to answer these 
questions with certainty—they may, however, serve to show some of the 
difficulties with which the subject is surrounded. 

In view of all the considerations adduced, I am of opinion that the Legis- 
lature should incorporate one stock bank, with a capital of a half million 
of dollars, with restrictions quite as effectual to secure honesty and caution 
as those I have enumerated. As such a bank would not afford a circulation 
snfficient to meet the demands of a regular and safe business, I respectfully 
recommend to the General Assembly to repeal the act of the second of 
February, 1839, entitled ‘ An Act to prohibit unlawful Banking Associa- 
tions, and for other purposes,”’ and to regulate and restrict the common law 
right of banking, in such manner as to prohibit its exercise in any other 
form than I have indicated, is best adapted to our situation. 

If the latter recommendation is received with favor, I would suggest that 
no deposit of stock should be received from any banker for a less sum than 
one hundred thousand dollars. It is not supposed to be necessary to pre- 
scribe a maximum applicable to any one, or all who may be inclined to 
engage in banking. The business is not likely to be overdone ; if it should, 
it is said it will soon adjust itself, like every other commercial pursuit. If, 
however, it is thought best, as a prudential measure, to designate a mazxi- 
mum, the amount of issues may be fixed and apportioned at different points. 

I am aware that some persons entertain the opinion that the free bank 
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system is directly in conflict with the constitutional provisions which declare 
that no more than one bank or branch bank shall be established, nor bank 
ehrater renewed, at any one session of the General Assembly ; that at least 
two-fifths of the capital stock of a bank shall be reserved for the State ; and 
that no bank shall commence operations until half of the capital stock sub- 
scribed is paid in gold or silver. It cannot be necessary to meet this 
objection with an elaborate argument. The Court of the last resort of this 
State has decided that private banking is a common law right, not in any 
manner impaired by the provisions referred to; that the constitution, as its 
terms indicate, only restricts the power of the Legislature in the creation 
of corporations for the purpose of ae, and that the Legislature may 
prohibit private banking entirely, or tolerate it upon conditions. I might 
add further, that our constitution was adopted a few months after the disas- 
trous operations of the banks of some of our sister States—many of 
which had been incorporated within a shorter period than eighteen months, 
and developed their bankruptcy before that had emerged from a chrysalis 
state. It was this state of things that suggested the precautionary pro- 
visions, and if these provisions were doubtful, should assist their interpretation. 
The recognition of the free bank system, and limiting it to individual bank- 
ers, will be nothing more than regulating and restricting the common law 
right to bank, and goes clear of any conflict with the constitution. Where 
several persons jointly engage in the business of banking, they should be 
made liable to their creditors as limited or special partners. If the free 
bank system shall furnish an ample paper currency, and succeed to the 
satisfaction of the people, future legislatures wili, of course, refuse to add 
to the number of stock banks. It would certainly be improper to do so, 
asa spirit of rivalry between the two systems would be apt to generate 
antagonism, which might prove prejudicial to the public. Be this as it 
may, it is believed but little inconvenience can result from the establishment 
of a stock bank, with the limited capital suggested, if the General Assem- 
bly shall determine that it is expedient to permit a paper currency to be 
provided by our own citizens. 

I have already drawn this exposition to a length quite beyond what I had 
desired—but I felt it due to public expectation to say thus much, and have 
only to add, that the present is the most propitious period for the establish- 
ment of a permanent policy upon this interesting subject. It may now be 
adjusted under the influence of dispassionate reason—but, if it is delayed, 
the public feeling may be aroused and the clamor for paper money be such, 
that the teachings of prudence will be unheeded and the proper safeguards 
lost sight of. 


The Bank of Mobile. 


I assume that this institution has been managed with much financial abil- 
ity, and that its present condition indicates unusual prosperity, yet I am 
sure that neither the State nor the bank can be prejudiced by the former 
disposing of its stock in the latter. The connection, if continued, will be 
apt to prove prejudicial to both. Past experience has demonstrated the 
impolicy of the State becoming a banker. Whether the Directors are 
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selected by the General Assembly or the Executive, it is not to be expected 
that the choice will be so judicious, as if it were made by individual stock- 
holders. Many of the latter would act upon their own personal knowledge, 
and the others upon reliable information, derived from those who have a 
like interest with themselves; while either of the departments mentioned 
would most usually act upon testimonials, which speak in general terms of 
qualification, without attempting to discriminate between applicants for the 
Directory, or, upon the representations of persons concerned, to advance 
their own interests. The State cannot be Be upon an equal footing in 
guarding its rights, and it should not adventure its funds in a corporation 
whose business is to deal in money. I therefore recommend the passage of 
an act authorizing the sale of the State stock in the Mobile Bank, as soon as 
it can be sold on such terms as will discharge the bonds upon which the loan 
was effected to pay for it, and relieve the State from the demand of the 
bank for interest paid on the bonds. If it be thought essential to the consti- 
tutionality of such an act, that two-thirds of the stock should be reserved for 
the State, it will only be necessary to increase the stock to that extent and 
continue the reservation. Such an amendment of the charter would be alto- 
gether harmless, as the State will never claim the stock. 

It is needless to declare that the State shall not become a stockholder in 
a bank ; so long as the constitution remains unaltered, ‘‘ at least two-fifths 
of the capital stock shall be reserved for the State.” But, notwithstanding 
this constitutional provision, it is not imperative upon the State to pay for 
the reserved stock—it must depend upon the volition of the Legislature 
whether it will ever be taken. I will not pretend to say that the regula- 
tions and restrictions I have specified may not be improved. They have 
been stated with diffidence, yet seem to me to meet the “objections which 
have been justly urged against a latitudinous system of banking. 
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CUSTOMS DUTIES, YEAR ENDING 5 JAN. 1849. 


Detailed Statement of the Principal Sources of Custom House Revenue, 
Great Britain. 


Butter, > i ‘ £140,105 Pepper, : * é ‘ £83,568 
Cheese, 106,090 Gloves, ° d r ‘ 41,320 
Eggs, ey ee ce 32,096 Silk Manufactures, . . 274,504 
Rice, . ‘ 4 4 ; 7,818 Silk and Thread Lace, 8,662 
Coffee, tt Sadek alias 709,632 Embroidery and Needle Work, 13,576 


5,329,991 Rum, Brandy, Geneva, &c., 2,387,591 


;, R ‘ ‘ 

Cocoa and Chocolate, ‘ 18,328 Timber, Deals, Buttons, &c., 737,200 
Currants, . ‘ ‘ e 299,096 Watches, ° P m 7,082 
Figs, 19,707 Cologne Water, ° . 5,748 
Nutmegs, rae 18,216  Tobacecoand Snuff, . " 4,350,732 
Nuts, Walnuts, &c., . 21,718 Artificial Flowers, . > 12,010 
Oranges and Lemons, . 75,590 Clover Seed, ee ee 31,100 
ees es 179,564 Miscellaneous, . . . 351,714 
Sugar and Molasses, ‘ 4,741,268 ——— 
Wines, aa é 1,732,282 Total for the year 1848, § £22,523,976 


Corn, Meal and Flour, r 767,668 





Revenue and Trade of Great Britain. 


REVENUE OF GREAT BRITAIN. 
FOR THE YEAR ENDING 5 JANUARY, 1846, 1847, 1848, 1849. 


Revenue. 1846, 1847. 1848. 1849. 
Customs, ‘ ‘ - £20,196,856  £20,568,909  £21,655,662 £22,523,976 
Excise, te a ean 13,585,583 13,988,310 13,919,652 15,043,205 
Stamps, ‘ . ‘ 7,710,683 7,505,189 7,671,324 6,785,052 
Land and assessed Taxes, 4,223,842 4,272,409 4,553,860 4,508,461 
Property and Income Tax, 5,026,57 §°395,391 6,612,655 5,485,164 
Post Office, a 753,000 845,000 2,181,017 2,143,680 
Crown Lands, ‘ 120,000 120,000 430,763 362,500 
China Indemnity, ‘ 1,142,924 667,644 te "> 539,305 
Deficiency, 2,880,138 796,420 


Surplus Fees, ; 41,839 226,518 106,880 53,548 
Miscellaneous, . 259,056 200,777 218,462 749,425 


Total, £53,060,353 £53,790,138 £59,230,413 £58,990,736 


Expenditures. 1846. 1847. 1848. 1849. 
Public Debt, ‘ . £23,847,243 £23,739,573 £23,799,259 £23,978,113 
Terminable Annuities, 3,980,022 3,916,982 8,905,974 3,795,076 
Navy, 7 ie 6,809,873 7,803,464 8,013,873 7,922,286 
Army, 7 F ° 6,744,589 6,699,700 7,540,405 6,647,284 
Ordnance, . é . 2,109,707 2,361,534 2,947,869 3,076,124 
Annuities, Pensions, &c. 544,408 532,660 629,804 509,762 
Salaries and Allowances, 249,645 265,978 260,811 271,381 
Civil List, . ° 392,165 393,051 393,983 395,245 
Diplomatic Salaries, . 175,192 175,056 171,346 166,492 
Courts of Justice, : 769,433 870,409 1,046,594 1,098,403 
Interest on Exchequer Bills, 426,607 421,432 436,298 790,327 
Miscellaneous, . . 3,193,829 3,264,338 4,695,658 342,550 
Kaffir War, ee ie ee Cnesee- -& keene 1,100,000 
Charges of Collection, . are” ee 499,653 3,963,539 4,805,600 
Surplus, ° " ° 3,817,640 2,846,308 ray hale ee athe 
Distress in Ireland. P én een ee 1,525,000 4,092,093 


Total, . £53,060,353  £53,790,1388 £59,230,413 £58,990,736 


TRADE OF GREAT BRITAIN. 


ANNUAL CONSUMPTION OF SUGAR, TEA, COFFEE, COCOA, RICE, CURRANTS AND 
RAISINS, FOR EACH YEAR FROM 1843 TO 1848, INCLUSIVE. 


1843. 1844. 1845. 1846. 1847. 1848. 
Sugar, cwt. 4,028,307 4,129,443 4,856,604 5,220,248 5,779,508 6,208,872 
Tea, lbs. 40,293,393 41,363,770 44,193,433 46,740,344 46,314,821 48,735,971 
Coffee, 29,979.404 31,352,382 34,293,190 36,754,578 37,441,372 37,106,292 
Cocoa, . 2,647,984 2,689,977 2,579,497 2,951,206 3,079,198 2,935,479 
Rice, ctet. 315,359 432,480 372,274 545,883 971,694 925,731 
Currants, . 254,330 284,694 309,485 358,761 331,236 380,500 
Raisins, . 236,826 202,239 204,960 238,255 212,024 228,542 
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CHRONICLES AND CHARACTERS 


OF THE 


STOCK EXCHANGE. 


CHAPTER lI. 


Ancient Mode of supporting Governments. — Ignorance of Political Economy. 
7 Mercantile Greatness. — Early Supplies. — Tulip ia. — Accession of 
illiam. 


Tue national debt has been designated by some a national nuisance ; 
by others it has been termed a national necessity. In the earlier history 
of the world, when war was a war for dominion, and spoliation followed 
conquest, the victor returned rich with the treasures of conquered states, 
and his captive paid trebly the expenses of the war. It was thus that the 
mistress of the world became an emporium for the gathered wealth of 
temples, for the gorgeous ornaments of a subdued aristocracy, and for 
the gold which had filled the treasury of barbarous but luxurious nations. 
These accumulations, together with annual tributes, prevented the forma- 
tion of a public debt. The Goth, when he poured from his barren re- 
cesses upon the cultivated plains of Italy, ignorant of political economy 
as a science, felt it as a principle, and more than repaid the expenses of 
his foray by exacting the riches of imperial Rome. Modern Europe 
teaches us to similar purport; and Napoleon, in those wars which, to 
some a memory, are to others history, acted upon the same plan, and 
made Paris a receptacle for the spoil of many nations. 

In the early annals of England, the feudal system prevented the cre- 
ation of a national debt. The Saxon serf was compelled to follow the 
banner of his Norman master. The Norman baron, at the command of 
his sovereign, called his followers to the field, and having, if successful, 
enriched himself, retraced his path to his mountain fastness and his island 
home. In these rude ages the art of levying money was unknown ; and 
victorious armies were often dispersed for want of funds. The con- 
queror of Pavia was compelled to disband 24,000 men because he could 
not raise taxes to support them ; rE it is a suggestive fact, that when, 
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during the reign of the third Henry, it was necessary to procure £ 50,000, 
and a tax of £1 2s. 4d. was levied on each parish in England, it only 
produced about £9,500, there being but 8,500 parishes; so ignorant 
were the authorities of the very machinery of the state they governed. 

From a very early period, the mercantile capacity of England has 
been developed ; and her insular position, which at once suggested and 
favored commerce, was taken advantage of by laymen and churchmen. 
Bishops entered into speculations in herrings, and abbots did not disdain 
to unite the smuggling with a more saintly calling. But there were other 
and more legitimate followers of that pursuit which has since made the 
name of an English merchant a symbol of English greatness. Among 
these, William de la Pole stands prominently forward ; and the founder 
of the House of Suffolk is familiar to the student of commercial history. 
William Canyng — that name so intimately connected with the fortunes 
of “the marvellous boy who perished in his pride” —and Richard 
Whittington — dear to household memories, and the founder of many 
princely charities —— were others whose munificence was only surpassed 
by their wealth. 

A slight sketch of the tyranny and injustice employed by our earlier 
monarchs in the production of revenue, may not be unamusing to the 
readers of the present volume. The records of the Exchequer prove 
that barbaric acts were performed to obtain money; that justice was 
openly bought and sold; that the supreme judicature of the country 
could only be approached by bribes to the monarch. The county of 
Norfolk paid a large sum to Henry I. to secure fair dealing. Yarmouth 
paid heavily to prevent a king from violating his own charter. Com- 
merce was controlled, and trade was harassed. Corporations and mo- 
nopolies were created at the monarch’s pleasure ; and, as nothing was too 
small to escape his notice, so nothing was too large to escape his grasp. 
The wife of Hugh de Neville paid two hundred hens to enjoy the society 
of her husband twelve hours in prison ; and an abbot paid largely for 
permission to secure his wood from being stolen. To mitigate the king’s 
anger, or obtain the king’s services, money was equally necessary. 
When peer and prior were sufficiently strong to resist, or sufficiently 
poor to escape, the farmer and the peasant were visited. The approach 
of the court was like the approach of the plague ; and men ran to con- 
ceal their effects and their persons until the royal plunderer had passed. 

Extraordinary emergencies caused extraordinary expenses; and the 
call to arms which resounded throughout Europe when Peter the Hermit 

reached deliverance to the captive Sepulchre, was responded to by 
Richard I. with the vehemence and energy of his character. To com- 

his aim, he mortgaged the customs and he farmed the revenues. 
cecil money from his subjects in proportion to their wealth, and 
declared he would sell London itself rather than forego his cherished 
object. He feigned the loss of his signet, to procure fees ; and, to crown 
all, resumed, on his return, the property he had previously sold, on the 
pretence that he had no right to alienate it. 

King John adopted the notable plan of imprisoning the mistresses of 
the priests, confident that the money he could not obtain from their 
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cupidity he would from their lust. Henry III. seized the merchandise of 
his subjects, and borrowed a large sum besides, for which he paid a high 
interest, and which the Parliament refused to discharge. Edward I. 
seized the money and plate of monasteries and churches, feigned a voy- 
age to the Holy Land, and, when funds were collected to aid him, kept 
the money, and refused to go. Edward III. erected monopolies, exacted 
loans, levied arbitrary fines, imposed arbitrary taxes, and, notwithstanding 
the determined remonstrances of the Commons, claimed the right of doing 
so at pleasure. 

Richard II. pawned the jewels of the crown, sold the furniture of the 
palace, went from place to place in the fashion of one soliciting alms, 
and was deposed partially because he extorted large sums which he never 
repaid. The reign of Henry V., brilliant as it was, would have proved 
yet more so, had an authorized mode of raising supplies been then organ- 
ized. Although he took from all quarters, sold his jewels, and borrowed 
on the security of his crown, he was often compelled to stop in a career of 
the most splendid success for lack of money. Edward IV. was called the 
handsomest tax-gatherer in his kingdom; and when he kissed a widow 
because she gave more than he expected, it is said she doubled the 
amount, in expectation of a second kiss. Henry VII. adopted all modes 
and methods ; and, having levied a benevolence, made a large claim on 
those who lived frugally, because they must have saved by their fru- 

lity ; while, if they lived splendidly, they were dealt with as opulent. 

t must, however, be recorded of this monarch, that he lent money, with- 
out interest, to many merchants whose capital was not sufficient for their 


commercial operations. When the eighth Henry attempted to raise a 
forced loan of unusual amount, with unusual rigor, the a said, if 


they were treated thus, “‘ England was bond, and not free.” e county 
of Suffolk rose in arms; and had not even this man’s stubborn spirit 
quailed before it, the resistance would have changed into rebellion. No 
sooner had the monarch exhausted all Parliamentary supplies, than he 
carried out, oa a grand scale, the robberies he had often achieved ona 
small one, by seizing the accumulated property of the monastic classes. 
In 1522, he required a general loan of ten per cent. upon all property 
from £20 to £300, and a higher rate on larger sums. By courtesy, it 
was termed a loan; but when, seven years afterwards, a subservient Par- 
liament acquitted him of all obligation to pay it, a harsher name was re- 
corded in the minds, than the tongues of the people dared to express. 

To the English sovereign a certain power over commerce had always 
been intrusted; but Elizabeth stretched her prerogative, and granted 
monopolies by scores. Prices rose enormously, and the evil was felt 
by every family in the realm. The House of Commons remonstrated. 
When a long list of patents for monopolies was read, one sturdy member 
demanded, “Is not bread there?” ‘ Bread!” quoth one. “ Bread!” 
cried another. ‘ Yea, bread!” said Mr. Hackwell; “ for, if care be 
not taken, bread will be there before next Parliament.” Nor was this 
all: the coach of the chief minister was surrounded by the populace ; 
menacing murmurs were heard cursing patents; and indignant voices 
declared that the old liberties of England should not be encroached on by 
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new prerogatives. With admirable sagacity, the queen saw the necessity 
of yielding, and did it while she could with grace and dignity. But this 
sovereign improved upon the plans of her predecessors, — she kept the 
temporalities of bishoprics in her own hands for years, and appropriated 
the landed property of sees. Under the name of New Year’s gifts, she 
extorted large sums from the frequenters of the court ; she ordered com- 

ies to lend her money, — to borrow, if they did not possess it, — and, 
if she had more than she required, she would return part, provided they 
would pay her interest for that on which she paid them nothing. To the 
citizen of the nineteenth century this must appear a fable ; but it is a 
recorded fact, that Elizabeth borrowed money from the citizens, found 
she had more than she required, and, instead of repaying it, re-lent it to 
them at seven per cent. on the security of gold and silver plate. 

Charles I. seized the money of his merchants; and his bonds were 
hawked about the streets, were offered to the people as they left church, 
and sold to the highest bidder. The Commonwealth were debtors, on the 
security of the forfeited estates. Charles II. took money from France, 
shut up the Exchequer, borrowed from his friends, and did an thing 
rather than run the risk of being again sent on his travels. Thus, it 
would seem, the exchequer of the earlier monarchs was in the pockets 
of the people ; that of Henry VIII. in the suppressed monasteries ; Eliz- 
abeth in the corporations ; and Charles IJ. wherever he could find it. 

The abdication of James II. and the arrival of William III. form an era 
in the history of the monetary world. The plans adopted by the latter to 
crush the power of France, and raise the credit of England, were the 
commencement of that great accumulation known as the National Debt, 
and the origin, o— remote, of that building celebrated throughout 
Europe as the Stock Exchange. The rapid sketch now presented of the 
mode in which money was supplied confirms the remark of Mr. Macaulay, 
that “ there can be no greater error than to imagine the device of meet- 
ing the exigencies of the state by loans was imported into our island by 
William Ill. From a period of immemorial antiquity, it had been the 

ractice of every English government to contract debts. What the 
Devolution introduced was the practice of honestly paying them.” 

The earliest instance of that fatal love of speculation, so ruinous to the 
character and credit of all who possess it, occurred in 1634 ; and the his- 
tory of the tulip mania in Holland is as instructive as that of any similar 
period. In the above year, the chief cities of the Netherlands engaged in 
a traffic which destroyed commerce and encouraged gambling ; which en- 
listed the greediness of the rich and the desire of the poor ; which raised 
the value of a flower to more than its weight in gold; and which ended, 
as all such periods have ended, in wild and wretched despair. The many 
were ruined, the few were enriched ; and tulips were as eagerly sought 
in 1634, as railway scrip in 1844. The speculation was conducted on 
similar principles. Bargains were made for the delivery of certain roots ; 
and when, as in one case, there were but two in the market, lordship 
and land, horses and oxen, were sold to pay the deficiency. Contracts 
were made, and thousands of florins paid, for tulips which were never 
seen by broker, by buyer, or by — For a time, as usual, all won, 
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and no one lost. Poor persons became wealthy. High and low traded 
in flowers ; sumptuous entertainments confirmed their bargains ; notaries 
grew rich; and even the unimaginative Hollander fancied he saw a sure 
and certain prosperity before him. People of all professions turned their 
property into cash; houses and furniture were offered at ruinous prices ; 
the idea spread throughout the country that the passion for tulips would 
last for ever; and when it was known that foreigners were seized with 
the fever, it was believed that the wealth of the world would concentrate 
on the shores of the Zuyder Zee, and that poverty would become a tra- 
dition in Holland. That they were honest in their belief is proved by 
the prices they paid ; and the following list shows that the mania must 
indeed have been deep, when goods to the value of 2,500 florins were 


given for one root : — 
Florins. 


2Lastsofwheat ... . 4 Tons of beer. . . . 382 
4 Lasts of rye 4 Tons of butter . . . 192 
4Oxen . 1000 Pounds of cheese 

1B 


3 Swine ed 
12 Shee 1 Suit of clothes 
2 Hogsheads of wine . . 1 Silver beaker. . . . 


Another species commonly fetched two thousand florins; a third was 
valued at a new carriage, two gray horses, and a complete harness. 
Twelve acres of land were paid for a fourth; and 60,000 florins were 
made by one man in a few weeks. But the panic came at last. Con- 
fidence vanished ; contracts were void; defaulters were announced in 
every town of Holland; dreams of wealth were dissipated; and they 
who, a week before, rejoiced in the possession of a few tulips which 
would have realized a princely fortune, looked sad and stupefied on the 
miserable bulbs before them, valueless in themselves, and unsalable at 
any price. To parry the blow, the tulip-merchants held public meetings, 
and made pompous speeches, in which they proved that their goods were 
worth as much as ever, and that a panic was absurd and unjust. The 
speeches produced great applause, but the bulb continued valueless ; and, 
though actions for breach oF contract were threatened, the law refused to 


take cognizance of gambling transactions. Even the wisdom of the 
Deliberative Council at the Hague was at fault, and to find a remedy was 
beyond the power of the government. Many years passed before the 
country recovered from the shock, or commerce revived from the de- 
pression which followed the Tulipomania ; and which, not confined exclu- 
sively to Holland, visited London and Paris, and gave a fictitious impor- 
tance to the tulip in the two greatest capitals of the world. 
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Reign of William the Third. 


CHAPTER II. 


The Earliest National Debt. — History of Tontines.— Of the Money Interest, 
its Origin, Extravagance, and Folly. — Royal Exchange — First Irredeemable 
Debt. — Tricks of the Brokers. — Jobbing in East India Stock. — False Re- 
ports. — Importance of the English Funds. — Picture of the Alley. — Sys- 
tematic Jobling of Sir Henry se, Medina, and Marlborough. — Thomas 
Guy, a Dealer in the Alley. 


Tue creation of a national debt has been attributed to the Dutch, but is 
really due to the Venetians. The immediate treasury of the Doge was 
exhausted ; money was necessary ; and the most eminent citizens of that 

t republic were called upon to redeem the credit of their country. 
Chamber of Loans was established, the contributors were made cred- 
itors, four per cent. was allowed as interest, and she, 
“ Who once held the gorgeous East in fee, 
And was the safeguard of the West,” 
resumed her credit, and increased her power. 

So fruitful a source of wealth was not allowed to fall into desuetude. 
The Florentine republic, experiencing a deficiency in her revenue, estab- 
lished a mount, allowed five per cent. interest, and, says Sir William 
Blackstone, these laid the foundation of our national debt. The Dutch 
were not long following the example. When the great persecution oc- 
curred, which forced the Spanish Jew —the aristocracy of the chosen 
race — from the place of his nativity, he brought with him to Holland 
the craft and the cunning of the people. He taught the Dutch to create 
an artificial wealth; and the people of that republic, by its aid, main- 
tained an attitude of independence, which rendered them so long the 
envy and the hatred of the proud states which surrounded their territory. 
Their industry increased with the claims upon them. They cultivated 
their country with renewed perseverance ; they brought the spices of the 
rich and barbarous East to the shores of the cultivated and the civilized 
West ; they opened new sources of profit; their merchant-vessels cov- 
ered the waters; their navy was the boast of Europe; their army was 
the scourge of the great Louis in the height of his pride and power. 
The markets of Holland evinced a full activity; the towns of Holland 
increased in importance ; and the capital of Holland became the centre 
of European money transactions, partly in consequence of the great 
bigony which banished the Jew from Spain. 

n, therefore, the chief of that small yet powerful republic was 


called to sit upon an English throne, he brought with him many of those 
whose brains had contrived and whose cunning had contributed to pro- 
duce these great changes ; and from his reign, whatever evils may have 
arisen from a reckless waste of money, there commenced that principle 
which, for a century and a half, has operated on the fortunes of all 
Europe, — which proclaimed that, under every form and phase of cir- 
cumstance, in the darkest hour of gloom as in the proudest moment of 
6 
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grandeur, the inviclable faith of England should be preserved towards the 
public creditor. Up to this period, the only national debt on which interest 
was acknowledged was that sum which had been seized on in the Ex- 
chequer ; and even these dividends were irregularly paid. Many debts 
had been incurred by our earlier kings, but all the promises and pledges 
which had been given for their soentien were broken directly the 
money was gained , and it remained, we repeat, for William, whatever 
his errors may havo been, to establish the principle, that faith to the public 
creditor must be inviolate. 

The reign of William was productive of all modes and methods of 
borrowing. Short and long annuities, annuities for lives, tontines, and 
lotteries, alike occ: pied his attention. The former are still in existence, 
the two latter have fallen to decay. The lotteries have been expunged 
from the statute-Lcok, and their evils will be fully developed at a fitting 
period ; while to the brain of a Neapolitan, and the city of Paris, Wil- 
liam was indebted for the knowledge of the tontine. Lorenzo Tonti, in 
the middle of the seventeenth century, with the hope of making the 
people of France forget their discontents in the excitement of gambling, 
suggested to Cardinal Mazarin the idea of annuities, with the benefit to 
the survivors of those incomes which fell by death. The idea was 
approved by the Cardinal and allowed by the court. Parliament, how- 
ever, refused to register the decree, and the scheme failed. Tonti again 
endeavoured to establish a society on this plan, and to build by its means 
a bridge over the Seine ; but the unfortunate inventor christened it Ton- 
tine, and not a man in Paris would trust his money to a project with an Ital- 
san ‘itle. A complete enthusiast, he allowed Paris no rest on his favorite 
theme, and proposed to raise money for the benefit of the clergy in the 
same way. The Assembly reported on the scheme, and the report con- 
vained all that could flatter the projector’s vanity, but refused a permission 
to act on it; and again it was abandoned. The idea, however, which 
could not be carried out for the people, which was refused for the benefit 
of the city, and not allowed for the clergy, was claimed as a right for the 
crown; and in 1689, Louis XIV. created the first tontine to meet his 
oan expenses. From this period they became frequent; and William 
was too determined to humble the pride of his rival, not to avail himself 
of this among other modes of raising funds.* 

The moneyed interest—a title familiar to the reader of the present day 
— was unknown until 1692. It was then arrogated by those who saw 
the great advantage of entering into transactions in the funds for the aid 
of government. The title claimed by them in pride was employed by 
others in derision : and the purse-proud importance of men grown sudden- 
ly rich was a common source of ridicule. 

Wealth rapidly acquired has been invariably detrimental to the man- 
ners and the morals of the nation, and in 1692 the rule was as absolute 





* The tontine is simply a loan raised on life-annuities. In consideration of a cer- 
tain amount paid by a certain number of persons, government grants to each a life- 
annuity. As the annuitants die, their shares are divided among the survivors, until 
the annuity granted to the whole becomes centred in the longest liver; at his death 
the transaction ceases. - 
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as now. The moneyed interest, intoxicated by the possession of wealth 
which their wildest dreams had never imagined, and incensed by the 
cold contempt with which the landed interest treated them, endeavoured 
to rival the latter in that magnificence which was one characteristic of 
the landed families. Their carriages were radiant with gold ; their per- 
sons were radiant with gems; they married the poorer branches of the 
nobility ; they eagerly purchased the princely mansions of the old aris- 
tocracy. The brush of Sir Godfrey Kneller, and the chisel of Caius 
Cibber, were employed in perpetuating their features. Their wealth was 
rarely grudged to humble the pride of a Howard or a Cavendish ; and the 
money gained by the father was spent by the son in acquiring a distinc- 
tion at the expense of decency. ‘They were seized upon by the satirist 
and the dramatist as a new object of ridicule ; and under various forms 
they have become a stage property. The term which they had cho- 
sen to distinguish them became a word of contempt; and the moneyed 
class was at once the envy and the laugh of the town. Nor was it until 
that interest became a great and most important one, that the term assum- 
ed its right meaning, or that the moneyed contended with the landed interest 
ona more than equal footing. The former have always clung to the 
house of Brunswick ; the latter have often used their exertions against it. 
In time, however, the moneyed became a landed interest, and vied in taste 
as well as magnificence with the proudest of England’s old nobility. 
Among these was Sir Robert Clayton, director of the Bank, whose ban- 
queting-room was wainscoted with cedar, whose villa was the boast of 
the Surrey hills, whose entertainments imitated those of kings, whose judi- 
cious munificence made him the pride of that great city to the represen- 

‘ion of which he was called by acclamation. But there were other and 
less :vputable directors of the great Bank; and a pamphlet, published 
shortly afterwards, drew public attention to acts which either prove that 
morality in one commercial age is immorality in the next, or that some 
of the governors of the corporation were wofully deficient in the organ 
of conscientiousness. 

In the Royal Exchange, erected for less speculative and more mercan- 
tile pursuits, were the early transactions of the moneyed interest in the 
funds carried on. In 1695, its walls resounded with the din of new pro- 
jects ; nor could a more striking scene be conceived than that presented 
in the area of this building. The grave Fleming might be seen making 
a bargain with the earnest Venetian. ‘The representatives of firms from 
every civilized nation—the Frenchman with his vivacious tones, the 
Spaniard with his dignified bearing, the Italian with his melodious tongue 
— might be seen in all the variety of national costume ; and the flowing 
garb of the Turk, the fur-trimmed coat of the Fleming, the long robe of 
the Venetian, the short cloak of the Englishman, were sufficiently striking 
to attract the eye of the painter to a scene so varied. There, too, the 
sober manner of the citizen formed a strong contrast to the courtier, who 
came to refill his empty purse: and there also, as now, might be seen 
the broken-down merchant, pale, haggard, and threadbare, haunting the 
scene of his former glory, passing his now valueless time among those 
who scarcely acknowledged his presence, and, as he had probably dined 
with Duke Humphrey, supped with Sir Thomas Gresham. 
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“ Trampling the Bourse’s marble twice a day, 
Though little coin thy purseless pockets line, 
Yet with t company thou art taken up, 
For often with Duke Humphrey dost thou dine, 
And often with Sir Thomas Gresham sup.” 


A new impulse had been given to trade, and the nation was beginning 
to feel the effect of the Revolution. William had already tried his power 
in the creation of a national debt: jobbing in the English funds and East 
India Stock succeeded; and the Royal Exchange became — what the 
Stock Exchange has been since 1700— the rendezvous of those who, 
having money, hoped to increase it, and of that yet more numerous and 
pretending class, who, having none themselves, try to gain it from those 
who have. 

The charter granted by William to the Corporation of the Bank of 
England is the first instance of a debt bequeathed to posterity. Annui- 
ties had hitherto been the mode of raising supplies ; and the day, there- 
fore, which witnessed the establishment of the Bank is worthy of notice, 
as being also the day on which William laid the foundation of an irre- 
deemable national debt. 

It was soon found that the duties appropriated to the various payments 
of interest and annuities were insufficient to meet the claims. In 1697, 
the national debt amounted to twenty millions, and the revenue was de- 
ficient five millions. The payment in consequence grew uncertain, and 
the moneyed men of the day, watching the course of events, made large 
sums out of the distresses of government. “ The citizen,” says an old 
writer on the subject, “ began to decline trade and turn usurer.” 

To prevent this, a law was passed against the stockbrokers and jobbers, 
which limits the number of the former, enacts some severe regulations, 
and makes some severe remarks upon the entire body. 

At this period the broker had a walk upon the Royal Exchange devoted 
to the funds of the East India and other great corporations; and many 
of the terms now in vogue among the initiated arose from their dealings 
with the stock of the East India Company. Jobbing in the great char- 
tered corporations was thoroughly understood. Reports and rumors were 
as plentiful then as now. No sooner was it known that one of the fine 
vessels of the India Company, laden with gold and jewels from the 
East, was on its way, than every method was had recourse to. Men were 
employed to whisper of hurricanes which had sunk the well-stored ship ; 
of quicksands which had swallowed her up; of war which had com- 
menced when peace was unbroken ; or of peace being concluded when the 
factories were in the utmost danger. Nor were the brains of the specula- 
tors less capable than now. If at the present day a banker condescends 
to raise a railway bubble 50 per cent., the broker of that day understood 
his craft sufficiently to cause a variation in the price of East India Stock 
of 263 per cent.; and complaints became frequent that the Royal Ex- 
change was perverted from its legitimate purpose, and that the jobbers 
— the term was applied ignominiously — ought to be driven from a spot 
polluted by their presence. Mines of gold, silver, and copper were so 
temptingly promised, that the entire a pursued the deception. ‘Tricks 
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and stratagems were plentiful ; the wary made fortunes, and the unwary 
were ruined. 

In 1698, the dealers and jobbers in the funds and share market, annoy- 
ed by the objections made to their remaining in the Royal Exchange, and 
finding their numbers seriously increase, deemed it advisable to go to 
*Change Alley, as a large and unoccupied space, where they might carry 
on their extensive operations. 

“ The centre of jobbing is in the kingdom of "Change Alley and its 
adjacencies,” said a pamphleteer a few years after. ‘*'The limits are ea- 
sily surrounded in about a minute and a half. Stepping out of Jona- 
than’s into the Alley, you turn your face full south; moving on a few 
paces, and then turning due east, you advance to Garraway’s; from 
thence, going out at the other door, you go on still east into Birchin 
Lane ; and then, halting a little at the sword-blade bank, you immediate- 
ly face to the north, enter Cornhill, visit two or three petty provinces 
there on your way to the west; and thus, having boxed your compass, 
and sailed round the stock-jobbing globe, you turn into Jonathan’s again.” 

The English funds were assuming a greatness they have ever since 
maintained. The Hebrew capitalist, who came over with William, had 
increased the importance of the jobbers by joining them. The English 
merchant — even at this early period — found that money might be gain- 
ed in the new operation ; and "Change Alley, so well known in Parlia- 
mentary debates and the correspondence of the time as “ the Alley,” 
was for a century the centre of all dealings in the funds. Here assem- 
bled the sharper and the saint ; here jostled one another the Jew and the 
Gentile ; here met the courtier and the citizen; here the calmness of the 
gainer contrasted with the despair of the loser; and here might be seen 
the carriage of some minister, into which the head of his broker was 
anxiously stretched to gain the intelligence which was to raise or depress 
the market. In one corner might be witnessed the anxious, eager coun- 
tenance of the occasional gambler, in strong contrast with the calm, cool 
demeanor of the man whose trade it was to deceive. In another the He- 
brew measured his craft with that of the Quaker, and scarcely came off 
victorious in the contest; while in one place, appropriated to him, stood 
the founder of hospitals, impressing with eagerness upon his companion 
the bargain he was about to make in seamen’s tickets. 

It was soon felt practically that the air of England is cold and its cli- 
mate variable. more respectable among the jobbers, therefore, 
gathered beneath the walls of one of those coffee-houses which formed 
so marked a feature of London life in the eighteenth century, until the 
chance became a customary visit, and the coffee-house known as Jona- 
than’s became the regular rendezvous of all the dealers in stock, and 
consequently the scene of transactions as extensive as any the world ever 
witnessed. 

In 1701, the character of those who met in "Change Alley was not 
very enviable. It was said, and said truly, that they undermined, impov- 
erished, and destroyed all with whom they came in contact. “ They can 
ruin men silently,” says a writer of the period, with great vehemence ; 
“ undermine and impoverish, fiddle them out of their money, by the 
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strange, unheard-of engines of interest, discount, transfers, tallies, deben- 
tures, shares, projects, and the devil and all of figures and hard names.” 

Every thing which could inflate the hopes of the schemer was brought 
into operation by the brokers. If shares were dull, they jobbed in the 
funds, or tried exchequer bills; and if these failed, rather than remain 
idle, they dealt in bank-notes at 40 per cent. discount. These new modes 
of gambling seized upon the town with a violence which sober citizens 
could scarcely understand. Their first impulse was to laugh at the sto- 
ries currently circulated of fortunes lost and won; but when they saw 
men who were yesterday threadbare pass them to-day in their carriages, — 
when they saw wealth, which it took their plodding industry years of pa- 
tient labor to acquire, won by others in a few weeks, — unable to resist 
the temptation, the greatest of the city merchants deserted their regular 
vocations and speculated in the newly-produced stocks. “The poor 
English nation,” says a writer,“ run a madding after new inventions, 
whims, and projects ; and this unhappy ingredient my dear countrymen 
have : their temper, — they are violent, and prosecute their projects 
eagerty- 

No sooner had the members of the jobbing community taken their 
quarter in "Change Alley, than the city of y Ps ws was seized with 
alarm, and tried to keep the brokers at the Royal Exchange. They 
grew indignant at their deserting so time-honored a place, and bound 
them in pains and penalties not to appear in "Change Alley. Pocket, 
however, triumphed over prerogative ; brokers resorted where bargains 
were plentiful ; "Change Alley 7 famous throughout England ; but it 
was not till nearly a century and a quarter after its first transaction, and 
a quarter of a century after "Change Alley ceased to exist as a sphere 
for the stockjobbers, that the ancient and useless provision not to assem- 
ble in Change Alley was expunged from the broker’s bond. 

Among those who employed their great fortunes in the manner alluded 
to was Sir Henry Furnese, a Director of the Bank of England. Through- 
out Holland, Flanders, France, and Germany, he maintained a complete 
and perfect train of intelligence. The news of the many battles fought 
at this period was received first by him, and the fall of Namur added to 
his profits, owing to his early intelligence. On another occasion he was 
presented by William with a diamond ring, as a reward for some impor- 
tant information, and as a testimony of this monarch’s esteem. But the 
temptation to deceive was too great, even for this gentleman. He fabri- 
cated news ; he insinuated false intelligence; he was the originator of 
some of those plans which at a later period were managed with so much 
effect by Rothschild. If Sir Henry wished to buy, his brokers were or- 
dered to look gloomy and mysterious, hint at important news, and after a 
time sell. His movements were closely watched; the contagion would 
spread; the speculators grew alarmed ; prices be lowered 4 or 5 per 
cent.,— for in those days the loss of a battle might be the loss of a 
crown, —and Sir Henry Furnese would reap the benefit by employing 
different brokers to purchase as much as possible at the reduced price. 
Large profits were thus made; but a demoralizing spirit was spread 
throughout the Stock Exchange. Bankrupts and beggars sought the 
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same pleasure in which the millionnaire indulged, and often with similar 
success. 

The wealthy Hebrew, Medina, accompanied Marlborough in all his 
campaigns ; administered to the avarice of the great captain by an annu- 
ity of six thousand pounds per annum ; repaid himself by expresses con- 
taining intelligence of those great battles which fire the English blood to 
hear them named; and Ramilies, Oudenarde, and Blenheim adminis- 
tered as much to the purse of the Hebrew as they did to the glory of 
England. 

In the midst of these excitements arises a name which, to the dwellers 
in London, is well known. ‘Thomas Guy, the Bible contractor, was a fre- 
quenter of "Change Alley ; and here, duly and daily, might be seen that 
figure, which the gratitude of his fellow-men has rendered familiar in the 
statue raised to his memory. 


CHAPTER III. 


Enormous Bribery by William. — Increased Taxation. — Speech of Sir Charles 
Sedley.— Wrongs of the Soldiers. — Defence of William. — Moral Disorgani- 
zation of the Country. — First Exc -Bill Fraud.— First Foreign Loan.— 
Romantic Fraud in 1715. — Political Fraud of ’ Change Alley. — Interference 
of the House of Peers. — First Hoaz. 


Tue Parliamentary records of William’s reign are curious. The de- 
mands which he made for money, the hatred to France which he encour- 
, and the frequent supplies he received, are remarkable features in 

his history. Every art was employed ; at one time a mild remonstrance, at 
another a haughty menace, at a third the reproach that he had ventured his 
life for the benefit of the country. The bribery during this reign was the 
commencement of a system which has been very injurious to the credit 
and character of England. The support of the members was purchased 
with places, with contracts, with titles, with promises, with portions of the 
loans, and with tickets in the lottery. The famous axiom of Sir Robert 
Walpole was a practice and a principle with William ; he found that cus- 
tom could not stale the infinite’ variety of its effect, and that, so long as 
bribes continued, so long would supplies be free. Exorbitant premiums 
were given for money ; and so low was public credit, and so great public 
corruption, that, of 5 millions ted to carry on the war, only 2} mil- 
lions reached the exchequer. ng annuities and short annuities, lottery- 
tickets and irredeemable debts, made their frequent appearance ; and the 
duties, which principally date from this period, were most pernicious. 
The hearth-tax was nearly as obnoxious as the poll-tax. The custom and 
excise duties were doubled. The hawker and the hackney-coach driver, 
companies and corporations, land and labor, came under his supervision. 
Births, burials, and bachelors were added to the list, and whether a wife 
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lost a husband, or whether a widow gained one, the effect was alike. 
Beer and ale, wine and vinegar, coal and culm, all contributed to the im- 
poverished state ; and although some who looked back with regret occa- 
sionally indulged their spleen, the general tone of the Parliament was sub- 
missive. Still, there were times when the truth was spoken; and truths 
like the following were unpleasant : — 

“* We have provided,” said Sir Charles Sedley, “for the army; we 
have provided for the navy ; and now we must provide for the list. Tru- 
ly, Mr. Speaker, ’t is a sad reflection that some men should wallow in 
wealth and places, while others pay away in taxes the fourth part of 
their revenue. The courtiers and great officers feel not the terms, while 
the country gentleman is shot through and through. His Majesty sees 
nothing but coaches and six, and great tables, and therefore cannot imag- 
ine the want and misery of the rest of his subjects. He is encompassed 
by a company of crafty old courtiers.” 

The corrupt transactions which tended so greatly to increase the na- 
tional debt are very remarkable. The assembled Commons declared in a 
solemn vote, “ it is notorious that many millions are unaccounted for.” 
Mr. Hungerford was expelled from the lower house for accepting a bribe 
of £21; and the Duke of Leeds impeached for taking one of 5,500 
guineas. The price of a speaker —Sir John Trevor—was £ 1,005, 
and the Secretary to the Treasury was sent to the Tower on suspicion of 
similar practices. Money-receivers lodged great sums of public money 
with the goldsmiths at the current interest. Others lent the exchequer its 
own cash in other persons’ names; and out of 46 millions raised in 15 
years, 25 millions were unaccounted for. ‘The Commissioners of Hack- 
ney-coaches were accessible, and peculation in the army was discovered 
by a chance petition of the dwellers in a country town. By this it ap- 
peared that the inhabitants of Royston in Hertfordshire had large claims 
made upon them for money, by colonels, captains, and cornets, in addi- 
tion to the food and lodging which was their due. A few independent 
members took up the question; the public supported them ; and at this 
juncture a book was delivered at the lobby of the house, which asserted 
that the public embezzlement was as enormous as it was infamous, and 
that the writer was prepared to make discoveries which would astonish the 
world. The offer was accepted ; a searching inquiry was made, and de- 
falcations were discovered so great, that all wonder ceased at the increase 
of the national debt, and at the decrease of the national glory. The 
abuses in clothing the army were plain and palpable. The agents habit- 
ually detained the money due to the soldiers, and used it for their own 
advantage, or compelled them to pay so large a discount, that they were 
in the utmost distress. 

The subaltern officers were not better off. Colonel Hastings, after- 
wards cashiered for the offence, made them buy their raiment of him. 
If they hesitated, he threatened ; if they refused, he confined them. In 
1693, an inquiry was made into the application of the secret-service 
money, when great and deserved animadversion was passed upon those 
through whom it circulated. The power possessed by government under 
such abuses may be imagined. ‘They were sure of votes of those 
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who had places and pensions, and they were sure also of the votes of 
that large class of expectants which always haunts a profuse ministry ; 
and thus “ the courtiers,” as the ministerial party was long des.gnated, 
could baffle any bills, quash all grievances, stifle any accounts, and raise 
any amount of money. 

These discoveries inflamed the people, and murmurs that corruption 
had eaten into the nation became general. Court and camp, city and 
senate, were alike denounced. The pamphleteers spoke in strong lan- 
guage. “ Posterity,” said the author of one, termed The Price of the 

bdication, “ will set an eternal brand of infamy upon those members, 
who, to obtain either offices, profitable places, or quarterly stipends, have 
combined to vote whatever hath been demanded.” 

It has been the fashion of a certain class to decry William because he 
founded the national debt. But the war which he waged was almost a 
war of necessity, and could not be supported without liberal supplies. 
There was, however, with William a personal pride in the contest. He 
had been taught, from his boyhood, hatred to France, and almost in boy- 
hood had checked the universal dominion aimed at by Louis. With him, 
therefore, opposition to France was a passion ; and he who, at the age of 
twenty-three, bade defiance to the combined power of the two greatest 
nations of the modern world, remembered, as soon as he reached the 
English throne, that proud, though bitter moment, when, surrounded by 
French force, his people determined to let loose the waters which their 
skill had confined, and from the homes and hearths of their fathers bear 
their goods, their fortunes, and their persons, and to erect in a new land 
the flag they would not see dishonored in the old. When, therefore, 
William of Orange became monarch of England, his first thought was 
the humiliation of France. To this point he bent the vast energies of 
England and his own unconquerable will ; for this only was his crown 
valuable, and for this purpose was the power of England strained to the 
utmost tension. 

The importance of France was then at its height. Louis sought to 
sway the councils of Europe ; and whoever else might have succumbed, 
the statesmen of England had been in his power, and a monarch of 
England in his pay. He saw, therefore, with dislike which was not at- 
tempted to be concealed, the throne mounted by one who was resolved, 
not merely to maintain its ancient greatness, but to quell the power of its 
ancient rival. Louis sheltered the abdicated king, and encouraged his 
mock court and his mock majesty. This was sufficient proof of his feel- 
ing ; nor were other indications wanting: and it is a complete fallacy to 
suppose that the debt was unnecessarily incurred ; in it lay the power of 
William and the safety of the land. 

Had the new king employed the arbitrary mode of levying supplies of 
the earlier monarchs; had he made forced loans and never repaid them ; 
had he seized upon public money, and wrung the purses of public men, 
the country might as well have been governed by a James as a William, 
and would in all probability have recalled the exile of the unfortunate 
House of Stuart. The evils of William’s reign were in the facts that his 
power was not sufficiently established to borrow on equitable terms ; that 
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the bribery, abuses, and corruption of men in high places increased with 
their position ; and, above all, that, instead of paying his debts by terminable 
annuities, he made them interminable. Lord Bolingbroke declares, that 
he could have raised funds without mortgaging the resources of the na- 
tion in perpetuity, and that it was a political movement to strengthen the 
power of the crown, and to secure the adherence of that large portion of 
the people by whom the money had been lent. 

The war was necessary, and the contraction of the debt equally so ; 
for, although William engaged in the contest with something like person- 
al pride, it was essentially a national war. A free people had driven 
away the Stuarts; a despotic king would have forced them back. If 
ever, therefore, a contest directly interested both subject and sovereign, it 
was that which created the national encumbrance ; and England was for- 
tunate in the man she had chosen to champion her rights. The contest, 
which dated from 1688 and ended in 1697, which cost us 20 millions in 
loans and 16 millions in taxes, was only closed because both nations were 
fatigued. It produced no great results, no grand achievements, no last- 
ing peace. It did but prove that the strength which had departed from 
England during the two previous reigns had slumbered, but was not with- 
ered. The earlier history was, as many of England’s great wars have 
been, comparatively unsuccessful. The parties into which the nation was 
divided prevented the unanimity necessary to great deeds. ‘They agreed 
only in robbing the people. Public principle was with them a public jest. 
Incapacity and corruption pervaded all branches. By corruption a Par- 
liamentary majority was procured, and through incapacity the commerce 
of the country was decaying. ‘Talent was only employed in devising its 
own benefit ; patriotism was perverted; national virtue was forgotten ; 
and the allies found that on sea and land the enemy had the advantage. 
The navy was daring, but divided; the admirals were accused of disaf- 
fection. While the foe was intercepting our merchandise in the Channel, 
the vessels of England were building in the docks. On the sea, our own 
peculiar boast, we were dishonored ; our flag was insulted ; and English 
admirals retreated before French fleets. Ships of war were burnt; mer- 
chant-vessels were sunk ; and a million of merchandise was destroyed. 

But the clamor of the people reached her councils. It was said our 
plans were betrayed to the enemy ; treachery was justifiably suspected ; 
and all who were familiar with the period will join the writer in thinking 
it not only possible, but probable. 

During these trials the spirit of William remained unchanged ; and, 
rejecting all overtures from France, he exhibited to the world the soldier- 
ship for which he was remarkable. At Namur he fought in the trenches, 
ate his dinner with the soldiers, animated them with his presence, shared 
their dangers, and won their hearts. Namur capitulated, and the scene 
changed. The French power was shaken in Catalonia ; its coasts were 
assailed ; its people were suffering, and Louis, whose great general was 
dead, was sufficiently humbled to renew his proposals for peace, which, 
after nine years’ war, costing Europe 480 millions of money and 800,000 
men, was gained by the pacification of Ryswick. 

A deep thinker of the present day has said of the war anterior to 1688, 
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—and the argument is supported by that school of which Cobbett was 
chief, —“ The cost happily fell upon those who lived about the time, — it 
was not transmitted to posterity, according to the clever contrivance devised 
in a more enlightened and civilized age. They spent their own money, 
and not that of their grandchildren. They did as they liked with their 
own labor and its results; they did not mortgage the labor of succeeding 
generations.” 

Men do not argue thus, ordinarily. The case is very similar to that of 
a land-proprietor mortgaging his estate to defend it from a suit which en- 
dangers it. His posterity may regret, but they cannot complain; they 
know it is better to have the estate partially mortgaged than not to have 
an estate at all. It seems, to the writer, similar with the national debts of 
the reign of William. He was bound to defend the people who had 
chosen him ; war was then, as now, a popular pastime ; and William is 
no more to be blamed that he was not in advance of the time, than the 
nobles of the present day are to blame because they bring up their 
younger sons to be shot at for glory and a few shillings a day, instead of 
seeing, as their successors will probably see, the anti-progressive and anti- 
Christian nature of the principle thus supported. 

The one great evil was, that the difficulty of getting money tempted 
William to borrow on irredeemable annuities. Had he borrowed only on 
annuities terminable in a century, he would have attained his money at a 
little extra cost, but the pressure on the people would have decreased 
year by year, the credit of the government have increased, and the dis- 
content of the nation been less. 

If, however, any blame be attached to the government of William, 
how much greater must be that which is attached to succeeding minis- 
tries. They knew, for they felt, the evil of perpetual debts. Sir Robert 
Walpole said, when the nation owed 100 millions it would be ruined ; but 
he, and those who preceded with those who followed him, persisted in 
neglecting the only principle of action which could save the country. It 
is the misfortune of governments to abide by that which is only venera- 
ble from its antiquity, and — in following precedents when they 
should act upon principle. ey forget — and the fact cannot be urged 
too strongly — that government is a progressive science, and that im- 
provement is a law of nations as well as of nature. 

In 1696, while the gold was being recoined, exchequer-bills, principally 
for £5 and £ 10, were introduced. Being issued on the security of gov- 
ernment, they supplied the place of coin, and were found a great conven- 
ience, acting as state counters, which passed as money, because the peo- 

le knew that the government would receive them at full value. The 
wah of the Treasury were authorized to contract with moneyed men to 
supply cash; and though these bills were at one time at a discount, their 
credit rose daily, until they reached 1 per cent. premium. They at first 
bore no interest; but when they were reissued, £7 12s. per cent. per 
annum was paid, and they became a favorite investment. The genius of 
Mr. Halifax invented them ; and it has required no genius on the part of 
succeeding ministers to issue a supply whenever the wants of the govern- 
ment have demanded them. When ; is not convenient to pay these se- 
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eurities off, and they have accumulated to an amount which attracts the 
notice of the Opposition, or is calculated to depress the price, the consent 
of Parliament isyprocured, and they are liquidated by being added to the 
fixed debt of ” Fi form a regular supply to the min- 

istry, and are -part.of the floati unfunded debt of England, bearing 

a@ premium or discount in proportion to the credit of the nation. 

The first fraud in exchequer-bills occurred within a year of their crea- 
tion; when receivers-gener of Parliament, and deputy ac- 


countants ere dulently to indorse some of these se- 
curities, to whieh their position gave them access. The robbery was dis- 
covered ; and a Mr. Reginald , one of the accomplices, saved 


himself by discovering the plot. The > of age gee from 
its members the men whose dishonor was increased by their position ; 




















and, as the estate of Mr. Charles Duncombe, one of the accused, was 
worth £ 400,000, : fined him £ 200,000, being the amount wrongful- 
ly cireu . In the House of Lords it fell to the Duke of Leeds to give 
the ag vote. Mr. Duncombe’s estate was saved; ‘Butithe Duke’s cred- 
it suffered, for he gave his decision in favor of the ; and it was 
said that Mr. Duncombe paid’no inconsiderable sum for the > res 
ceived at the hands of his Grace. The charge Was m b ome ; 
but the Duke’s after-conduct gave a sufficient colo the suspicion. 
The first foreign loan was negotiated in "Change in 1706. The 


victories of the Duke of Marlborough had raised the pride of the Engli 
people ; and even "Change Alley possessed a somewhat similar feeli 
When, therefore, his Grace proposed a loan of £ 500,000:to ‘the: 
for eight years, at 8 per cent., on the security of ‘the Sil 
was received with acclamation, and was filled in a few 4 
commercial names of Engiand. “a Hm 
During that period, which, now a romantic, was then a'terrible reality, 
when it was known, in 1715, that the best families in the North of Eng- 
fand had assembled in arms to change the dynasty, no pains were 
by the jobbers to procure correct and to disseminate false intelligence : 
and it was with mingled feelings of alarm and pity that the inhabitants of 
a small town between Perth and the seaport of trose — where James 
embarked after his unhappy expedition — saw a carriage and six, travel- 
ling with all the rapidity which the road would allow. It was known that 
the rebel army was dispersed ; that its chiefs were scattered; and that 
the unfortunate Stuart was wandering through the country, with life and 
liberty alike endangered. It excited, therefore, no surprise in the village 
when the carriage was surrounded, and the apparent prize conveyed with 
= ostentation towards London. Letters soon reached the city that the 
ugitive Stuart was taken, and the letters were confirmed by the story re- 
lated, which quickly reached London. The funds of course rose, and 
the inventors of the trick laughed in their sleeves as they divided the 
profit. By this time the jobbers must have reached a somewhat high po- 
sition, as, the same year, one Quare, a Quaker and a celebrated watch- 
maker in "Change Alley, having successfully speculated in the shares and 
funds with which it abounded, was of sufficient importance to invite to 
the marriage-feast of his daughter, — Jennings, Duchess of Marlbor- 












662 Political Hoax on *Change. 


ough, and the Princess of Wales, who, with three hundred guests of dis- 
tinction, graced the wedding entertainment. 

But ’Change Alley was notorious for other dealings,than those in the 
funds. When that desperate struggle for power occured between the 
old and new East India Company ; when their varying claims were on 
every man’s tongue, and their bribes in every man’s hand; the election 
of a member of Parliament was an affair of moment. The partisans of 
each Company sided with their friendegon ht boroughs ; shed their 
money lavishly and largely ; ieee t self-interest could de- 
vise ; and so extensive was the La the brokers, that the only 
question hear in Change Alley was,Is he for the New or the Old 

pany?” It was the touchstone of a principle more sacred than the 
Hanoverian ‘siiecession, and more important than England and Hanover 
united. It was probably found profitable ; and it wassaid in 1720, that 
elections for members of Parliament came to market in "Change Alley as 
currently as lottery-tickets. 

The first po hoax on record occurred in the reign of Anne. 
Down the Queen’s , riding at a furious rate, ordering turnpikes to be 
thrown, open, and loudly proclaiming the sudden death of the queen, 
rode a well-dressed . Ps sparing neither spur nor steed. From west to 

south, the news spread. Like wildfire it passed 

throngs. desolate fields where palaces now abound, till it reached the 

city. The train-bands desisted from their exercise, furled their colors, 

and returned home with their arms reversed. The funds fell with a sud- 

which marked the importance of the intelligence ; and it was re- 

hile the Christian jobbers stood aloof, almost paralyzed 

» Manasseh Lopez and the Jew interest bought eager- 

I price. There is no positive information to fix the de- 

ception upon any one in particular, but suspicion pointed at those who 
gained the fraud so publicly perpetrated. - 

The invasien of 1715, as it caused extra expenses, demanded extra 
grants. ~ i. acca tanees Mo ae but the House of Peers, 
a strong Jacobite feeling, attempted to modif 
rere mending it. Though they did not reject the bill, the lower wn 
resented the mere interference. At an early hour on the morning of the 
13th February, Lord Harcourt went to the House of Peers, and made an 
anxious search for precedents of amendments to money bills. The 
search proved unsuccessful, as, since the Restoration, the Commons had 
deferded their right of not allowing the Lords to make any alterations in 
there acts. A committee was appointed, and the Peers fought bravely 
fec their claim ; but though the court was willing to support them, money 
was 80 immediately necessary, that, at the request of the government, they 


yielded under protest. 
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Banxs, BANKING, AND CurrENcy—NationaL Banx.—Those of our readers who 

wish to compare the foreign with the American views of these topics, with which 

every banker should be familiar, will find them discussed in the following peri- 

odicals : 

Banks and Banking.— b - 

Democratic Review, Vol. II., pp. 3, 113, 418; Vol. III., p. 358 ; Vol. XIL., p. 
425; Vol. V., p. 427; Vol. VI., RP. 3, 97, 369; Vol. X., p. 384. 

British and Foreign Review, Vol. V., p. 242. 

Edinburgh Review, Vol. LVI., p. 376; Vol. LXV., p. 31. 

Westminster Review, Vol. XLVILI., p. 216; Vol XVIL., p. 193, 421. 

Blackwood’s Magazine, Vol. XXIL., p. 734; Vol. XXIIL, p. 197. 

New Englander, Vol. II., p. 48. 

American Quar. Rev., Vol. XI., p. 245; Vol. VILL, pe441; Vol. XIV., p. 493. 


Bank United States.— 


Democratic Review, Vol. XV., p. 129; Vol. V., p, 499. 
New York Review, Vol. VIIL., p. 409. 

North American Review, Vol. XXXV., p. 485; Vol. XXXII, p. 82. 
American Quarterly Review, Vol. IX., p. 246; Vol. XI. ; 
Southern Quarterly Review, Vol. VIIL., p. 1. 
Foreign Quarterly Review, Vol. X., p. 214. 
British and Foreign Review, Vol. V., p. 537. 
Westminster Review, Vol. XXI., p. 273. 


Currency.— . 
Westminster Review, Vol. V., p. 45; Vol. XLI., p. 292. - 
Democratic Review, Vol. 467; Vol. V. p. 311; Vol. VIL, p. 167, 195. 
Blackwood’s, Vol. XX VIL., p. 59; V xxvir, p- 792; Vol. V., p. 135. 


New Foreien. Corns.—The new five franc piece of the French Republic, of 4 
which 200,000 have been already coined, has come into circulation. On s 
side is a figure of a female, representing the Republic, crowned with flowers, &c., 

with the word Concord on the forehead, and as a legend the words i 

Francaise ; on the other side are two palms, forming a crown, and the words 

Liberté, Equalité, Fraternité.—London Spectator, 29 September. 


New Encousn Coimn.—New Two-Shilling Piece or “‘ Florin.” The London Ga- 
gette contains a proclamation, dated Osborne House, July 30th, directing that the 
new two-shilling piece “shall be current and lawful money of Great Britain and 
Ireland.” ‘This new coin is to be called a forin. The proclamation recites that 
“every such florin, or one-tenth of a pound, has for the obverse, Our effigy, 
crowned, with the inscription, ‘ Victoria Regina, and the date of the year; and 
for the reverse, the ensigns armorial of the United Kingdom contained in four 
shields, crosswise, each shield surmounted by the royal crown, with the rose in 
the centres, and in the com ents between the shields the national em- 
















one-tenth of a pound,’ and with a milled graining round the edge: and whereas 
pieces of silver money of the above description have been coined in our mint, 
and will be coined there, in pursuance of orders issued, and to be issued.” 


esse ae > 





664 Miscellaneous. 
Cu1caco.—The following table exhibits the increase of population, and of im- 
ports and exports, at Chicago, since 1840, inclusive : 
Year, Population. Imports. Exports. 
1840 4,853 $562,106 20 $228,635 74 
1841 — 564,347 88 348,862 24 | 
1842 — 664,347 88 659,305 20 
1843 7,580 971,849 75 682,210 85 
1844 —_ 1,686,416 00 785,504 23 
1845 12,088 2,043,445 73 1,543,519 85 
1846 14,199 2,027,150 00 1,813,468 00 
1847 17,000 2,641,852 52 2,296,299 00 
1848 19,724 8,338,639 66 10,706,333 40 
The first shipment of beef from this port was made in 1833, and the first ship- 
ment of wheat in 1839. The following table will exhibit the increased exports 
of these and some other staple articles, for seven years past: | 
Year. Bu. Wheat. Bis. Flour. Beef § Pork. Lbs, Wool. 
1842 586,907 2,920 16,209 1,500 
1843 628,967 10,786 21,492 22,050 
1844 891,894 6,320 14,938 96,635 
1845 956,860 13,752 13,268 216,616 
1846 1,459,594 28,045 31,224 281,222 
~ 1847 1,974,304 32,538 48,920 411,488 
1848 2,160,000 45,200 59,200 961,400 


show that our city is making rapid strides in the race of prosper- ‘ 
of the past, encouraging as it is, furnishes no adequate cri- 
% judge the future of the great emporium of the North-West. 
res. vast region only begin to be developed. Ten years hence it 
m that, in point of wealth and population, Chicago has advanced by 
progression. Be it our pleasant Saey to chronicle every accession to 
P prosperity.— Chi Tribune. 
Manoracrures at THz Sovrs.— We have shown that Georgia, Alabama, and 
manufacturing cottons. There is no stock- 
ap larger revenue upon his invest- 
‘ in State. But look at the case of 
a ind miles from our cotton regions, and 
pays out more for her labor ; ye ma komees she is dependent upon us for the 
raw material, she has 163 cotton consuming annually 560,000 bales of cot- 
ton, and manufacturing 50,000,000 of yards. When will our planters open their 
eyes >—Jackson Seas Meek 
“ We yesterday had leasure of examining several specimens of manufac- 
tured cotton consisting of eottonades, ginghams, osnaburgs, drillings, sail 
duck, bed tick, striped shirting, &c., from the ‘ Bell Factory,’ at Huntsville, Ala. 
These samples, we understand, are the first of Southern manufacture which have 
ever been sent to the New Orleans market, and the best judges pronounce them 
in every way equal, if not superior, to similar goods manufactured at the North. 
It is estimated that they can be furnished in this city as cheap as they can be 
purchased in New York.—New Orleans Picayune, 16 Sept. 


Rossery at a Bank Counrer.—A few weeks since, a boy in the em- 
ploy of a mercantile firm in Boston, had $2,300 stolen from him, while standing 
at the counter of the Suffolk Bank. He had $4,000 in his bank book at the 
time. The money stolen consisted of two bills of $1,000 each, and one of $30, 
all on the Merchants’ Bank. The robber, shortly after committing the act, 
offered one of the bank bills in exchange for gold at Mr. Matthew Bolles’s ex- 
change office in State street, where he was secured by Mr. Bolles, who locked 
the rascal in, while he acquainted the parties interested of the fact. Twenty-two 
hundred dollars of the stolen money was found upon the thief.—He has since 
been convicted and sent to the State prison. 
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Property EXEMPT FROM Taxation In New Yorx Sratz.—Lands belonging to 
the State or the United States,—Colleges, Academies, Seminaries of Leer | 
School-houses, Court-houses, Jails, Churches, Public Libraries and Chari 
Institutions, together with the grounds occupied and the furniture of each. 

Stocks in Incorporated Companies, when the Companies are taxed. 

United States ks are not taxable, being ——r by the Constitution of 
United States.—See decision of the Supreme Court o United States, in the Muni 
x Gazette, page 353. Railroad Stock is not le to taxation, but the road is 
iable, the rails being a fixture on land. , ‘ 

Stocks in foreign Institutions or Institutions of other States, Mutual Insurance 
Companies and Savings Banks. 


Commerce or Boston.—Imports and duties at the Boston Custom House fo® 
November, 1849. 


, 


Value of dutiabl handing, 2 6 2s wee te tk ry 
a . peo ’ a = bs . . . . . . . . . . . $ ’ 80, P 
¢ CU, 5a te a ee: Biinid tle) Meee Ss 2,725 
$1,383,802 
Amount of duties paid and deposited, . . . « ». « « « + « 342,833.99 
Amount for corresponding month last year: 
BREE Pd PE ae ee eae ee $1,752,608 
Free, 05th pete eks Me: ae, ac els Ho ad eee 191,090 
Specie, Tre ee ae he ee ee er ae er. et a 24,595 
A f goods paid and d ted, oar! 89 
mount 0: paid and deposi ceo eo eo ee 6 Ree 1. 
Decrease in November, 1849, . . . . + + «+ «© e+ @ @ 112,917.90 
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New Haven Crry Loan.—The bids for the New Haven City I 
dred thousand dollars, payable in twenty years from Ist January, 
cent. interest, payable semi-annually, were opened on Saturday, at 
County Bank, in presence of the Mayor and several other gentle 


found to be as follows: 















H. Trowbri & Sons, . 


- 103 to 103 75-100 
Pepoon, Hi & Co., 103 










Giles H. Porter, . . . - 103 

Alfred Blackman, .. - 1021-2 

H. Trowbridge & Sons, . + 102, to 102 1-2 
Wm. B. Astor, ... + 101.76 

H. Trowbridge & Sons, . + 101.75 


The entire bids amounted Dec. 15, 1849, to $223,000, all above par. 


Rartroaps.—Among the railways now urged, is a road direct from the Anthra- 
cite coal fields of Pennsylvania to New York, from Camden to the Atlantic sea 
board ; from Doylestown to Easton ; from Salem, N.J., to the Delaware river; from 
Pittsburg to Erie; the State road to avoid the inclined plane, and the great 
Central Railroad from this city to Pittsburg. Out West and South, these projects 
are more numerous as well as more extended, and if pushed forward to completion, 
will require the labor of all the emigrants that can possibly be brought into the 
country, as well as all the capital that the California mines can yield us. To 
avoid the trouble of special legislation upon all the numerous applications before 
the Illinois Legislature, that body has passed a general railroad law, by comply- 
ing with the provisions of which anybody may construct a railroad, precisely as 
anybody may bank under the general banking law of the State of Kew York. 
This is all very well, but in what will it end?—Phila. Ledger. 
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Miscellaneous. 


Prorosep New Jersey Corrorations.—Among the notices of applications of 
companies to the coming session of the Jersey Legislature, we perceive the fol- 
lowing :—Mercer County Bank at Trenton. Capital $200,000. The Farmei. 
and Mechanics’ Bank at Salem. Capital $50,000. For several turnpike charters 
in West Jersey ; for a Plank Road in Monmouth; for a charter for the Mercer 
County Pursuing and Detecting Society; for a Savings Bank at Elizabethtown ; 
and for banks at Sweedsboro and Woodbury in Gloucester county, and one in 

May. To alter the legal rate of interest,so as to allow 7 per cent. on spe- 
agreements for that purpose. To provide for the co to Jersey City of 
taxes upon the property of the New Jersey Railroad and Transportation tery roc 
and the Hudson River Railroad Company. The Philadelphia Steamboat Com- 
“pany, torun Philadelphia and Gloucester. The New York Bay Cemetery 
~ Co yy. Capital $50,000. To renew the charter of the State Bank at 
Newark. To set off a new county from Monmouth. To incorporate the town 
2 -. To unite Jersey City and Van Vorst into one “City of Jersey.” For 

& new city charter for Camden. To incorporate the Beverly Steam Power Com- 
pany. The India Rubber and Gutta Percha Company. Capital $50,000. Amend- 
ments of and Supplements to the charter of the Newark Savings Institution. 
Road from Hightstown (Mercer Co.), to Freehold (Monmouth county). Capital 

5,000. Plank or gravel road, fiom Cape Island to some point onthe Delaware 

y, in the county of Cape May. Capital $20,000. Railroad from Hightstown to 
Freehold. — $200,000. From Freehold to a point easterly of Princeton 
Basin on the New Brunswick and Trenton Railroad. Capital $300,000. From 
Hackensack to some point on the Paterson Railroad, near Boiling Spring ; or to 
authorize the Paterson Railroad Company to construct the same. From Pater- 
son to Hackensack, and thence to the Hudson River, near Jersey City. 


Tus or Atanama.—Among the articles in the last number of the 

“ Southern | ly,” which we have read with pleasure, is one on the ‘‘Char- 

acteristics of Alabama,” from which we gather the following particulars: That 

was admitted into the Union in 1819, and, in the opinion of the review, has 

as singularly favored by nature as it has been neglected by man. Of its 

I rivers the Tombeckbee is navigable during a large portion of the year be- 

yond the town of Columbus, Mississippi, and the Alabama river is navigable for 

steamboats to Wetumpka, and is the bo and most generally navigable stream in 

the State. The scenery and the soil are both\complimented in the highest terms. 

In the city of Tuscaloosa, which was of the State until 1847, there 

have lately been erected two man ing establishments, which are both in 

° n—one of cotton and the other of paper. Factories have also 

been establis' in Autauga county, and at the city of Montgomery, which is od 

nounced the most prosperous one in the interior of the State. e city of Mo- 

bile is described as less flourishing than it was a few years ago, but the rail- 

way and other improvements now being made, will, it is hoped, give it a new 

start. The article before us also contains a comprehensive history of the bank- 

ing institutions of the State, with the good and evil they have accomplished ; and 
by those who feel any concern in such matters may be read with interest. 

A bill has been already introduced into the Senate for a law upon the princi- 

| ad free banking. Mr. Storrs, of Wetumpka, has introduced another into the 

for the establishment of a stock bank at Montgomery, with a capital of 

,000. Mr. Manning has brought forward a bill of the last session of the 

islature in relation to a bank or banks, and our senator has introduced a 

resolution, calling upon the Committee upon Banks and Banking to inquire into 

the expediency and necessity, for the interest of the State, of granting to Mobile 

} ae banking facilities than she now possesses. 


Enormous Inuerrrance.—It is said that Lieut. Colonel Gold, of the British army, 
will come into possession of the enormous wealth left by Mr. Charles Bullen, the 
late banker, of Liverpool. The property is said to amount to between £5,000,000 
and £6,000,000 sterling. 














Miscellaneous. 


An Eccentric Cuaracrer.—A very eccentric character died recently at the 
Cochin Hospital, at Paris. This man, whose name was Jules Andre Gueret, 
being Epos when twenty-five years of age, of a considerable fortune, 
resolved never to marry. He converted his entire estate into hard cash, and, in 
order not to suffer any losses from failures, depreciation of property, &c., he kept 
his money in his own possession. He made the following calculation : ‘‘ The life 
of a sober man extends over a period of seventy years; that of a man who denies 
himself no kind of amusement may attain fifty-five or sixty. Thus, the whole of 
my hopes cannot go beyond that period; at any rate, as a last resort, suicide is 
at my command.” He divided his money into equal portions for each year’s ex- 


penditure. 

This division was so nicely arranged, that at the expiration of the sixtieth 
year, Gueret would have nothing left, and each year he usly spent the 
sum set apart. But alas! he had not reflected on the c attachment of 
man to life, for in 1843, having exceeded the prescribed peri patiently sub- 


mitted to his misfortune, and, being then old and infirm, he took his stand on 
the Quai des Celestins, with a small box and a few lucifer matches, living on the 
charity of passers by. He wore suspended round his neck a piece of pasteboard, 
on which were written the following lines of his own composition : 


“* Ayez pitie, passants, du pauvre. Andre Gueret, 
Dont la vie est plus longue, qui’il ne croyait.” 


The cholera carried him off at last, to the great regret of the artistes of the Ile 
St. Louis, whose leisure hours he whiled away by the relation of his youthful 
recollections. 


Crecurr Court Triat, Wasuineton D. C.—New England Bank of Boston vs 
The Bank of the Metropolis.—This case has been in progress since Tuesdry last 
before the United States Circuit Court, and to-day was submitted to the jury. 
After a short absence, a verdict was rendered for plaintiffs in the sum of $176.54, 
with interest from July, 1839. The amount claimed by the New England Bank 
was about $10,000; and the amount recovered was an undisputed item in the ac- 
count, The case had been tried twice before, and had been twice sent back by 
the Supreme Court.—U. S. Washington Republic, 24 November. 


AMERICAN STOCKS IN LONDON, NOVEMBER 2, 


United States five per cents, 1853, . : 
United States six per cents, 1868, . ° ° 
New York five per cents, 1845, ‘ 4 ‘ 
New York five per cents, 1855, : . 
New York five per cents, 1858, ° 
Pennsylvania five per cents, . . ° ° 
Ohio six per cents, 1856, . . ‘ ° . 
Ohio six per cents, 1860, . . ° ° . 
Massachusetts five per cents, Sterling Bonds, 1868, 
South Carolina five per cents, (Baring & Co.), . 
Maryland five per cents, Sterling Bonds, 
Mississippi six per cents, “ . ° 
Do five per cents, Sterling Bonds, 
Alabama five per cents, . ° 
Do Sterling Bonds, . ° 
Florida six per cents, ° “ ° 
United States Banks Shares, . ‘ - 10s. a 12s. 
Tue Royat Brrrish Banx.—This newly chartered institution commenced 
business in London, on Monday, November 19th. Particulars of the plan of this 
bank will be found in our June No. p. 730. 


Marytanp. The Citizens’ Bank has been re-organized, by the election of 
Adam Denmead, Esq., President, and Gerard Gover, Esq., Cashier, and has 
commenced operations under the new Board of Directors. 
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668 Miscellaneous. 


Brrrish Navrearion Laws.—The ve changes of the past session, (ob- 
serves Mr. Bepett, in his new edition of the British Tariff,) although few in num- 
ber as respects fiscal and commercial matters, are nevertheless most comprehen- 
sive and important in their nature. By far the most important of these changes 
is that contemplated by the amended navigation act, which is to take effect from 
Ist January, 1850, when the whole of the restrictions imposed by the navigation 
laws will be «lone away, and the comprehensive principle established of admitting 
into this country, or into any British possession, of any sort, in a ship of 
any country, from any part of the world. All restrictions, however, that were 
heretofore deemed necessary for the safety of the State, for the protection of rev- 
enue and mercantile interests, limiting the size of packages, and the tonnage of 
vessels, and pro! ing the importation of foreign articles purporting to be Brit- 
ish, remain intact. Majesty is empowered to impose, by order in council, 
additional tonnage duties on ships, or additional duties of customs on goods im- 
ie Prva of countries that do not reciprocate the privileges conferred. 

States have, however, promptly responded to these privileges. It is 
presumed that, at the commencement of the new year, all existing reciprocity 
treaties will have become inoperative, as far as importation is concerned, inasmuch 
as all countries and ships will, ab initio, be placed in the same category. 


New Jersey Leoistature.—The time having expired within which notices of 
Fo ace to the New Jersey Legislature for charters were to be published, the 
ton True American gives a complete list of the applications. They number 

113, and among them are applications for 9 plank roads, 19 railroads, 12 new 
banks, 3 ferry companies, 1 renewal of bank charter, 3 insurance companies, 
2 new counties, 12 municipal corporations, 3 savings banks, 1 electric telegraph, 
five turnpike companies, 6 manufacturing companies, 1 transportation company, 
and 7 other incorporated companies. Twenty of these applications come from 
Hudson county, seventeen from Essex, ten from Burlington, fifteen from 
Monmouth, ten from Middlesex, and ten from Mercer. The new banks are, 
Mercer County Bank, at Trenton, capital $200,000; Farmers and Mechan- 


ies’, at Salem, $50,000: one at Cape May, $50,000; ‘at New Brunswick, 
$200,000; at Bordentown, $100,000; at Freehold; at Phillipsburg, (Warren 
county ;) at Jereey City, $200,000; at Elizabethtown ; at Deptford, (Gloucester ; 

a”. or Van Vorst, $100,000; at Paterson, founded on Stocks of Unit 


at Ji 
States, New York, Massachusetts, Kentucky, or Ohio. The mew counties are 
proposed to be set off, one from Monmouth and the other from’ Essex. 


Marcu, 1850.—Ail siz months’ acceptances dated the 27th, 28th, 29th, 30th 
and 3lst of August, 1849, will fall due on the same day in March next — thus 
bringing five days’ payments into one. Proof: 


Date, 27th August, due 27th Feb., 3 days’ grace, 2d March. 
“ 28 “ 28 “ 3 “ 3 “ 


“ 29 “ 28 “ 3 3 “ 
Ty 30 oe 28 o 3 3 “ 
“ 31 “ 28 “ 3 3 “ 
The 3d of March, 1850, will fall on Sunday, consequently the five payments 
will become due on Saturday, the 2d of March, 1850. 


Cuzar Booxs.—Sir Charles Lyell, in his ‘Second Visit to the United States,” 
says: A letter dated April 15, 1849, was shown me from the Harpers, with per- 
mission to make known its contents, in which they mentioned that having been 
authorized by Mr. Macaulay to publish in America his “‘ History of England,” 
they had printed six editions, at prices varying from 50 cents to $4—14s. 5d. to 2s. 
At the expiration of the first three months they had sold 40,000 copies, and other 
booksellers who had issued independent editions, had sold about 20,000; so that 
60,000 copies had been sold in the United States at a time when about 13,000 
had been disposed of by Longman & Co., in London, at the price of £1 12s. each. 
As the cheap American editions were only just brought into the market at the 
date of this letter, the principal sale of the book was but commencing.—Hartford 
Courant. 





Miscellaneous. 


Sreampoats .or tHE West.—The Cincinnati Prices Current gives the following 
list of steamboats built at that port during the year ending tember 1, 1849, 
as registered on the books of the Port Warden: 

Name. Tonnage. ° When built. 
Lancaster, . 135 Sep. 1848. 
New Orleans, 400 Oct. “ 
Hiram Powers, 316 
J. M. Niles, 430 
John Adams, 435 
Memphis, . 265 
Belvidere, 290 
Webster, 460 
293 
290 
420 
182 
420 
325 
280 
180 
190 Feb. 
320 “ 
540 “ 
500 


Defiance, / : Mar. 
k 315 April, 
» 188 June, 


Yankee, 
Diana, ‘ 
Jenny Lind, No, 2, 107 bee 
Total 23 #«.- 7,281 
Comparing the number and tonnage of the boats built in this district during 


the last four years, ending September 1, the figures are as follows: 
No. Tonnage. 
8,268 


Wm. Noble, 
Melodeon, . 
New World, 
Martha, é 

illip Pennywit, 
Sarah, 


oe 0 6 £  & ¢. 64,8 2s ©. 6 


1. 2 ©) @ EG erehele> » 8 * ¢ ec. tvere Ss E a 


No. Tonnage. Year. 
23 7,281 1846-7 3 
1847-8 29 10,233 1845-6 26 5,657 


Year. 
1848-9 


Mormon Gop Corn.—We were shown this morning a twenty dollar gold coin, 
a number of which have just been received by Messrs. E. W. Clark & Co., bro- 
kers, of this city. It is about the diameter of a cent, but much thicker. One 
side bears the inscription “ Holiness to the Lord,” with the device of an eye and 
another figure that we do not understand. On the reverse is a representation of 
hands clasped in fellowship, with the inscription ‘1849, T: dollars. C. 8. 
L. C.P. C.” The coin is a very fair specimen of the onre. 6. the City of the 
Salt Lake. It is represented to be of pure gold, without alloy, and is thus too 
soft for long use. Those received here are to be sent to the mint to be re-coined 
according to our standard.— Philad. Evening Bulletin. 


Mormon Dovsre Eacirs.—Last week, Clark & Co., of this city, deposited at 
the mint for re-coining what purported to be $3,000 in Mormon double eagles, 
each piece stamped as worth $20. After melting, the aggregate value was found 
to be $2,583.63, or about $17.224 each piece. The fineness was found to be 
897 thousandths—silver parting 98 thousandths. ‘The public wil] have to be on 
the look-out for this coin, for if this assay at the mint be a fair test of the value 
of the whole of the Great Salt Lake manufacture of coin, as we presume it is, 
the Mormons seem to know what they are about, and to be determined to make 
the most of their gold mines.—Philad. Evening Bulletin. 


@* Statistics or Boston.—We are indebted to the labors of LemveL SuHatrvuck, 
Esq_., tor the copious and reliable tables of the Finances of Boston, contained in the 
February No. of the Bankers’ Magazine. Such tables are indicative of great labor and 
research. Ed. B. M. 
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Stocks and Exchanges. 





PHILADELPHIA, 26 JANUARY. BatTrmMoreE, 26 JANUARY. 





U. S. 6 per cent.....4..1856 105§% @ 106 | Maryland, 6 per cent.,..... - 1033 104 
Do. do....+.+++-§--1862 1084 @ 109 | Virginia, 6 per cent.,......- 101 see 
Do: do. coupons §..1862 108% @ 109 | Baltimore, 6 per cent., 1890, 1033 104 
Do. do. do....§.-1868 112} @ 1124|B. and O. R. R. Stock,..... 55% 563 
Do. 5 per cent.....§--1853 99 @ 1004; Do. do. Bonds, 1854, 100 1003 
Do. Treasury Notes, 6 p. ct, 110} @ 111 Do. do. Div. Bonds, +93 94 
Do. 6 per cent........1868 110} @ 1114 | Bank of Baltimore, ..... 100 924 94 

Pennsylvania, 6 per cent... 100} @ 102 | Merchants’ Bank,.......100 95 99 
f Do. 5 per cent... 89 @ 89§%| Union Bank, ...... ecceeedd 63 634 

Kentucky, 6 percent....... 102 @ 103 | Mechanics’ Bank,.....-..15 154 153 

Tennessee, 5 per cent...... 813 @ 82}| Commerc’) and Farm.,....33§ 35 36 

Cincinnati, 6, water works,. 95 @ 97 | Western Bank,......-+-.20 19% 20 

Pittsburgh, 6, ....+...2+. «+» 90 @ 92 | Farmers and Planters’...25 26 27 

Bank of Pennsylvania,..100 108 @ 108} | Chesapeake Bank, ....... 2 234 £2 

Bank of N. America, ...109 126 @ 127 | Marine Bank,......... 2-30 «6275 = (285 

Philadelphia Bank,.....100 129 @ 130 | Farmers and Merch’ts’,..40 32 35 

Farm. and Mechanics’,...30 62 @ 63 | Franklin Bank,......... -124 104 = 11 

Commercial Bank,.......50 56 @ 57 | Farmers’ Bank of Md.,...50 49 50 

B. Northern Liberties,...35 50 @ 51 | Patapsco Bank,......0+0.25 21 22 

Mechanics’ Bank, ......-20 264 @ 27 

Southwark Bank,........50 66 @ 68 UNCURRENT MONEY. 

Kensington Bank,.......50 59 @ 604/| Patapsco Bank,......ss+eseess par. 

B. Penn Township,......224 284 @ 29 | Havre de Grace,.....sseeseeeee §@1 

Western Bank,..... eoeee40 60 @ 623 / Cumberland, ....scccccceeseee §@ § 

Manuf. and Mechanics’, .25 253 @ 26 | Maryland, interior, ..... cccccee 2@ § 

Bank of Commerce,.....50 50 @ ....| Bank of Virginia, .......0....5 §@ } 

Girard Bank,..... soeeeee50 11 @ 12 Do. do. Branches,... 4@ 3} 

Bank of Pittsburg, ...... 50 504 @ 61 | Farmers’ Bank of Va.,........ §@ ¥ 

Exchange Bank, ......-.50 46 @ 47 Do. do. Branches, 4@ }j 

Merchants and Manuf....50 504 @ 51 | Exchange Bank of Va.,....... §@ 43 

Philadelphia, 6 per cent.,.. 1014 @ 102 Do. do. Branches, 4@ 4 

United States Bank,....... 2 @ 24}| Bank of the Valley,...........5 §@ 9 

Bank of Louisville,.....100 97 @ 98 Do. do. Leesburg,.. 4@ 3 

Northern Bank, Ky.,...100 99 @ 100 Do. do. Romney,.- §@1 

Bank of Kentucky,..... 100 100 @ 101 | Wheeling, ....cesccccccesceeee ¥@1 

Union Bank, Tenn.,....100 50 @ 51 | New York City,....-ssesccsses par. 

Planters’ Bank of Tenn.,.. 49 @ 40 | Philadelphia, .......... coccce par. 

N. 0. Gas Light Bank Co., 109 @ 110 | Pennsylvania, Country,........ § @1 

Morris Canal, .........+. 25 9% @ 10}| New England, Country,........ 3@.. 

Reading Rail Road, .....50 16} @ 16}| Ohio, ....... cowecccece esccocee 1 @13 

Do. Bonds, 6 p.ct. 1850, 56 @ 564) Indiana, ........0-++ eccsccsee 1 @ 14 
Do. Mortgages, 1860,... 64 @ 65 | Kentucky, ..... ecececccscesere 1 @1} 

Com. & Vicks. R.R.B.,100 14 @ 144/ North Carolina, ......-+-eee00. 1 @14 

Phil. and Trenton R.R. 100 113 @ 119 | South Carolina, ......... ccccee §£@1 

Phil. W. Balto. R. R..... 50 26 @ 2G}! Georgia, ...c.ccccccesecesseeee §$@1 

Harrisburgh R. R. ....-.50 473 @ 48 | New Orleans, ....eeseseereees - £$@.. 

Schuylkill Navigation,...50 13 @ 165 | Tennessee,..ccccccscccecseeses 2 @ WH 


XU 








New York, 6 per cent.,.1860 
Do. 6 per cent.,. 1865 
Do. 6 per cent.,. 1862 
Do. do. 1858 

N. Y. City, 7 per cent., 1857 
Do. 5 per cent., 1856 
Do. Do. W. Ln. 1858 


N. Y. and Erie R.R., new, 6 
Syracuse and Utica, ......8 
Auburn and Rochester, ...8 
Long Island,......-. coccce 
Providence and Stoning.,..5 
Tonawanda,....Ex. div...20 
WeatseM, 00k ccccccdevcoes 
Mohawk, .. 
Utica and Schenectady,.... 
Hudson River, .......2+2.6 
Bank of New York, 
Manhattan Bank, ........7 
Merchants’ Bank, .......-8 
Mechanics’ Bank, ......-.5 
Union Bank,....+. +0210 
Bank of America, ......++7 
City Bank,......seeesee0+8 
Phenix Bank, .......2++06 
Tradesmen’s Bank,......15 
Fulton Bank, ...........10 
Del. and Hudson C. Co...24 
Butchers and Drovers’,..10 
National Bank,...........8 
Merchants’ Exchange,....8 
Leather Manufacturers’, ..7 
Bank of the State, .......7 


Bank of Commerce, ......64 104 


Mech. Banking Asso’n,...7 
Amer. Exch. Bank,.......8 
N. Y. L. I. and T. Co.,....8 
Farmers’ L. and T. Co., e000 
Ohio Life and T. Co.,...++. 
CRG Ciigc akc nocsconcses 
Bank of Louisiana,.......8 
Louisiana State Bank,....6 
N. O. Canal and B. Co.,...6 
Mech. and Traders’ Bank, 6 
Ohio, 6 per cent.,......1870 
Do. 7 per cent.,..cceccoee 
Il. Int. Imp. Stock,...1847 
Indiana Bonds,....+++e+ee 
Do. State Fives,....... 
Arkansas, 6 per cent., +++ 
Alabama, 5 per cent.,..es00 


New York, 26 Janvary. 
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1125 @ 1143 
1124 @ 1164 


‘106 @ 107 


1024 @ 103 
113 @ 115 
101 @ 1014 
101 @ 102 
574.@ 574 
130 @ 1304 
84 @ 845 
17 @ 17 
428 @ 45 
112 @ 115 
528 @ 525 
88 @ 91 
128 @ 129 
593 @ 61 
134 @ 135 
106 @ 106} 
110 @ 110 
115 @.... 
127 @ 128 
102% @ 1034 
114 @ 116 
100 @ 1014 
130 @ 
1183 @ 
154 
119 
110 
109 
108 


121 


125 


i 


09 


94 
109 
116 
293 @ 


Sa8Ssassdsasaadas 








Albany, W. R. R. 6’s, ...-. 

Do. do. 1865 
Boston 6's,...+. ++++0+1853 
Boston 5’s,....2++0++++1860 
East Boston Co.,.......+++ 
Massachusetts 5’s,.....1859 
Massachusetts Sterlings,... 
Atlantic Bank,.......++++ 
Atlas Bank, ..cscseseseees 
Boston Bank,....(par 50).. 


Boylston Bank, ....--seee- 
City Bank,....... soeceeces 
Cochituate Bank,......+.- ° 
Columbian Bank,.......++ 
Eagle Bank, ..-+.eeeeesees 
Exchange Bank, ...++0++++ 
Freeman’s Bank,......++++ 
Globe Bank, .....eeeseeeee 
Granite Bank,..... si dase a 
Grocers’ Bank, .......seee 
Hamilton Bank,..... sueawe 


Market Bank, ...(par 70).. 
Massachusetts, .(par 250).. 
Mechanics’ Bank, (S. B.).. 
Merchants’ Bank, ......... 
New England Bank,....... 
North Bank, ......ssccseee 
Shawmut Bank,......++++. 
Shoe and Leather Dealers’,. 
State Bank, .....(par 60).. 
Suffolk Bank, ......seeeees 
Traders’ Bank,...++.ceseece 
Tremont Bank, ..ccsessece 
Union Bank, 00 esescesece 
Washington Bank, ........ 
American Insurance Co.,... 
Boston Ins. Co., secccerees 
Boylston Fire and Marine,.. 
Fireman’s Ins. Co., (par 25) 
Franklin Ins. Co.,....se+. 
Hope Ins. Co., ..-seeeeeee 
Manufacturers’ Ins. Co.,... 
Mercantile Marine, ........ 
Merchants’ Ins. Co.,....... 
National Ins. Co.,..(par 50) 
Neptune Ins. Co., ...see+e 
Suffolk Ins. Co.,.....eseees 
Tremont Ins. Co., ....-se+. 
United States,.....(par 50) 
Warren, ..-csceescsccscecs 
Washington, ...+scccscseee 








Boston, 26 JANUARY. 
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105 @ 1054 
104 @ 1044 
1014 @ 102 
97 @ 973 
144 @ 143 
954 @ % 
100} @ 1003 
102 @ 1024 
984 @ 99 
544 @ 55 
1034 @ 104 
101 @ «+. 
8 @ 9 
993 @ 994 
100 @ 1004 
1014 @ 1019 
1075 @ 108 
108 @ 109 
99} @ «.0. 
944 @ 95 
101 @ 102 
793 @ 80 
235 @ 2873 
100 @ 101 
106 @ 1063 
106 @ 1064 
9% @ 97 
994 @ par. 
lll @ 112 
61 @ 62 
1304 @ 131 
99 @ 100 
1024 @ 103 
1024 @ 103 
954 @ 954 
116 @ 120 
105 @ 106 
106 @ 108 
25 @ 30 
9% @ 6 
98 @ 100 
118 @ 120 
8 @ 9 
125 @ 130 
264 @ 65 
158 @ 160 
85 90 
95 98 
53 54 
70 75 
90 95 
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BANK ITEMS. 


Massacuvserrs.—The Bank Commissioners of Massachusetts haye presented a 
report to the Legislature, recommending several alterations of the laws, viz. :— 
that the Banks shall be restrained from making loans whenever their specie is less 
than six per cent. on the amount of their capital; that the Banks shall make 
monthly returns—are to state the largest amount of loan during the month, the 
average loans during the month, and the amount received exchange, &c. 
The aggregates of the monthly returns are to be immediately published. There 
are also some additions proposed to the annual returns. They recommend some 
restrictions intended to render it more difficult for money borrowers to set a 
Bank in motion. . 

Tue Aziss Banx.—The Atlas Bank, at Boston, will, in a few weeks, remove 

place of business from No. 60, State Street, to the lower floor of No. 8, Kilby 

, corner of Doane Street. 


Connzcticut.—The Farmers’ Bank commenced business at Bridgeport on the 
8rd December last. The capital authorized by the charter is $200,000, one half 
of which is paid in. 8S. Towlinson, Esq., President; S. K. Satterlee, Esq., Cash- 
ier, (formerly Cashier of the Stamford Bank.) 


New Yorx—Arremrt To nop THE Broapway Banx!—An attempt was made 
last night to enter the premises of Dr. Moffat, at the N. E. corner of Broadway 
and Anthony street, for the purpose of robbing the Broadway Bank. About 7 
o'clock the watchman of the bank went to his supper, leaving the premises safe. 
On his return he heard a noise below, (the basement rooms are unoccupied) and 
went for aid to search the p.ace. On entering the basement it was found locked, 
but some persons had been sawing a hole through the bulkhead, by which aper- 
ture they could have obtained access to the bank. Finding their project discoy- 
ered, they relocked the door and fled.—N. Y. Com. Adv., 17th January. 


Dry Docx Banx.—The following are the names of the President and Directors 
of the Dry Dock Bank Company :—George Law, President; David Palmer, 
Cashier ; rge Law, John Dimon, J. D. Beers, Wm. H. Hays, Saml. Sherwood, 


Miner C. Story, Oliver Charlick, Walter W. Concklin, Fred. J. Hayes, Directors. 


Psnnsytvania.—The Bank of Danville (Pennsylvania) commenced operations 
in January. President, Peter Baldy, Esq.; Cashier, George A. Frick, Esq. 


Ruope Istanp.—Josiah Chapin, Esq. has been elected President of the Mer- 
chants’ Bank at Providence, in place of Wm. Richmond, Esq., resigned. 


Tue Western Bank, Battrwore.—The Board of Directors have adopted a 
Resolution, “ That books be opened at the Banking House on the 10¢h of Jan., 
and kept open during the business hours of the day, for two weeks, for the 
receipt of subscriptions to the capital stock of the Bank, in shares of twenty dollars 
each, at par; giving the preference to the present stockholders, in case the sub- 
scriptions exceed the amount of stock for sale.” 

The “bills discounted” are all active, and of the first class of commercial 
paper; the circulation large; the deposit accounts, both home and foreign, 
numerous, and constantly on the increase; the bonus, and all other expenses 
charged off to profit and loss ; besides which, there is a clear realized surplus fund, 
more than sufficient to guarantee the integrity of the stock. 

As the Bank, by a supplement to its charter, possesses the xight, at any time, 
to increase its capital to 600,000 (six hundred thousand dollars), without the 
payment of any additional bonus, and the growing business wants of the Western 
section of the city demanding an augmentation of banking capital, the directors 
deem it their duty to bring the subject before the stockholders aad the commnu- 


nity generally. 





Bank Ttems. 


New Jensey.—Tue Farmers’ Banx at WANTAGE commenced on Tuesday, 8th 
January. About $90,000 of the capital stock having been subscribed and promptly 
paid in, it commences business under very favorable auspices. The new bills 
issued are elegantly executed, bearing the names of Jas. C. Havens, as President, 
and T. D. Armstrong, Cashier. The devices are chaste and elegant. The vig- 
nettes of the 1’s represent the farmer engaged with his team in ploughing, and a 
milkmaid bearing upon her head. the product of the dairy on the right. The 2’s 
represent the New Jersey coat of arms in the centre, and the goddess of li 
on the right. The 3’s are represented by a forgeman with a train of rail 
cars and iron manufactory in the distance, and Ceres with her sickle and horn of 
plenty on the right. The 5’s represent Agriculture accompanied by Commerce, 
with an Indian on the right.— Sussex Herald. 


New Yorx.—The Newburgh Gazette states that the Bank of Fishkill will 
into operation on the Ist of June next, $112,000 of the capital stock having 
already taken. The total capital is fixed at $120,000, and only $8,000 remain to 
be subscribed. This bank is located in the neighborhood of large business trans- 
actions, requiring considerable banking facilities, and it will doubtless do a good 
business. The opening is a fine one, and the demand for capital is active. It 
—_ that the business interests of that locality require the establishment of a 

k. 


New Banx at Burrato.—A new banking institution, under the general law, 
will go into operation in Buffalo about the lst of February, under the title of 
“The Hollister Bank.” Its capital will be $150,000. Henry Wager, of Utica, 
will be President; John Hollister, of Buffalo, Vice President, and Robert H. 
Eberman, Cashier. 


Virern1a.—John C. Campbell, Esq., was, on the 2d January, elected President 
of the North Western Bank of Virginia, at Wheeling. 


AtapamMa.—A movement is made in the Legislature of Alabama, to establish a 
State Bank in Mobile; ‘with branches at Montgomery, Tuscaloosa, (the capital) 
Huntsville, and Tuscumbia. Also to incorporate The Bank of Montgomery. 


In the Legislature, the proposition to repeal so much of an act of 1837 as re- 
stricted the Bank of Mobile to an issue of two dollars in paper for one in specie, 
so that they might issue three for one, as was contemplated by the original 
charter, came up for consideration, and was debated at some length. ‘ Mr. Beckett 
moved its reference to the Committee on Finance and Banks, with certain instruc- 
tions, which was refused, and then the bill was ordered to a third reading. We 
regret that we cannot give a more extended notice of this debate; but will, here- 
after, as the subjects for discussion are becoming of much more general importance, 
endeavor to present a brief abstract of the argument on each subject.—Mobdile 
Register. 

New Onteans.—The charter of the City Bank of New Orleans will expire on 
lst May next. The circulation in June last was $600,000, and the specie 
$790,000. 

City Bank, New Orleans, Jan. 5, 1850. 

Noricr.— With a view to the speedy withdrawal from circulation of all the‘notes 
of this Bank, the charter of which will expire on the lst day of May next, the 
holders of the notes are requested to present them for redemption, at the counter 


of the Bank, as early as practicable. By order of the Board, 
— - R. J. Paurrey, Cashier. 


New Orieans Canat anp Banxrne Company.—On the 7th January, R. W. 
Montgomery, Esq., was elected President of the N. Orleans Canal and Banking 


Company. 





Notes on the Money Market. 


Kentucxy.—A bill was reported in the Senate of Rasteeky: on the 9th Jan., 
to incorporate The Farmers’ Bank of wpe 4 A similar bi the Senate 
last year, but too late for the action of the House of Representatives. a 
sent law proposes a capital of $2,000,000; the parent bank to be located at 

’ with six branches,—1, Covington; 2, Maysville; 3, Mt. Sterling; 4, 
Henderson; 5, Princeton ; 6th, nut named, but will probably be at Bardstown. 


Wisconsin Martine anv Fre Insurance Company.—The Milwaukie Wisconsin, 
in speaking of this institution, says :—‘ As a strong illustration of the confidence 
of the business men of this city in the solvency of this institution, they still 
continue to make deposits to a large amount, and we are informed that not a 

i customer has withdrawn his account.” 
Sentinel says :—‘‘ The office of the Wisconsin Marine and Fire Insurance 


Company in this city was kept open till a late hour, Friday, and from 8 A.M. to 
P.M., without intermission, Saturday, to accommodate all who were disposed 
‘run’ it.” 


6 
to 

Bank or tae Srate or Missovri.—The case of the State of Missouri vs. Na- 
thaniel Childs, Jr., (late teller cf the Bank,) was finally concluded, and given 
to the jury, on the 7th December last. The verdict is as follows: ‘‘ We, the 
jury, find the defendant not guilty, as charged in the indictment.” Mr. Childs 
was tried on the charge of abstracting $120,000, specie funds, from the Bank, 
while acting in the capacity of teller. 

Tunnessex.—A bill passed a second reading in the Senate of Tennessee, the 
2ad January, authorizing the Union Bank to establish a Branch at Chattanooga. 


Notes on the Monep Market. 
Boston, 31 January, 1850. 


The money market exhibits no material changes since our last monthly report. 
Money may be said to be still dearer here than in New York. In the latter city loans are 
made on call at 5 per cent., and prime business paper is worth six to seven. In Boston 
there is a considerable amount of commercial paper floating among capitalists, and the 
rates may be quoted at eight or ten per cent. per anuum, for No.1 bills. That the 
Boston Banks are doing all they can in the shape of discounts is apparent from their 
late annual returns, the details of which appear in our present number. They are 
rather more extended than those of the other large cities, and it is clear that they have 
furnished all the facilities to the community that prudence permits. 

We have before us the recent returns of the Boston, New York, Philadelphia and 
Baltimore banks. In Boston and Baltimore the loans exceed their capital and deposits 
combined ; in the other cities the loans of the banks are less. For the sake of 
comparison, we now present in round numbers the leading features of the banks of the 


four cities. 
New York. Boston. Philadelphia. Baltimore. 
Capital... ... +++ +++$25,000,000 $19,600,000 $10,670,000 $6,975,000 
Deposits.......++++ 27,000,000 7,200,000 10,900,000 3,660,000 
Circulation.......- 5,600,000 6,000,000 4,160,000 2,070,000 
Loans..seceeeeeeee 49,000,000 31,000,000 20,200,000 11,600,000 
Bpecie........++++- 6,800,000 2,100,000 " 4,062,000 2,120,000 
These figures serve to show that the banks of Boston are quite as extended as their 
own customers and friends would recommend. They would not be justified in a larger 
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line of discounts. The actual bank circulation of Massachusetts (after deducting their 
own notes on hand) is $12,300,000, against which they hold coin to the amount of 
$2,750,000, or 224 per cent. This is equivalent to a note circulation of $15 per head 
for the entire population, whereas in Kentucky it is only $8; in Virginia, $7; in Penn- 
sylvania and Ohio, $5, and in Tennessee only $3 per head; assuming the Patent office 
estimates of the State population to be correct. 

The Report of the Bank Commissioners of this Commonwealth, urges several 
modifications of the bank system, to which we will allude more fully hereafter. We 
may state them in a few words tu be, 

1st. Every bank to hold in specie at least six per cent. of its capital stock. 

2. No loans to be made by new banks to its stockholders for six months after the 
commencement of business. : 

3. An annual examination and revision of the bonds of cashiers and subordinate 
officers. 

4. A book to be kept showing the names of the stockholders in the bank, to be 
open to the bill-holders whenever the bank fails. 

&. The banks to charge six per cent. instead of the present limited rate of five per 
cent. on all loans to the commonwealth. " 

6. Monthly returns of the banks of the State to be made to the Secretary of State, 
and published in the newspapers. 

Some of these suggestions are inoperative or productive of no good. Such, for 
instance, are the 2d, 4th and 6th sections. Parties interested in the organization of a 
new bank could readily substitute other paper for their own, for the purpose of ob- 
taining discounts with which to pay their stock. 

As to the stock list, every bank, it is presumed, has a Stock Ledger, in which the 
names of all its stockholders, past and present, are duly posted. 

Monthly returns are generally of little avail. The public generally do not care to 
read them, and the compilation may be looked upon as laborlost. The late recharter of 
the Bank of England provided for a weekly publication of its condition. Itis believed 
they do no good, but, in a time of pressure, serve to keep the public mind unnecessarily 
alarmed. The evidence of Mr. Bates (of the house of Baring & Co.) is to this effect. 
He said (see vol. III., p. 254) in reference to such frequent publications, that they oper- 
ate injuriously ; that the public draw improper inferences from them; and that quar- 
terly statements would, in his opinion, be better. 

As to the revision of the bank bonds, it seems to us that the banks themselves are 
the most directly interested in such examinations. It is nothing to the community at 
large whether a cashier’s bond be good or bad ; but to the stockholders and directors it 
is all important. 

In regard to specie on hand, ten per cent. upon the capital may be set down as a 
safe proportion to be maintained. With a bank capital in the State of thirty-four 
millions, a specie basis of three and a half millions should certainly be kept up, espe- 
cially in Massachusetts, while Boston is the redeeming point for the circulation of all 
New England. 

The Commissioners say that “the system of banking on the security of public 
stocks, will soon, we trust, be impracticable in all the States.” It seems tous that the 
system is a wiser one than any other in use in this country. For the safety of bill 
holders, it offers inducements that are not embraced in any other banking system in 
use with us. Its practical effects in New York have been demonstrated ; and the loss 
to the community has been trifling. Several instances have occurred, within the last 
ten years, wherein the bill-holders have been fully indemnified. The Comptroller of 
New York, in his last annual report says “ only one bank failure has occurred within 
the State of New York during the last year. The amount of its circulation was 
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$50,000, which was wholly secured by New York stocks. Arrangements were 
promptly made to redeem the bills, and they have been since paid, without interruption, 
at the former agency of the bank in this city, (Albany.) The premiums on the stock 
will yield a surplus of $2,000 to $3,000.” This presents a strong contrast to the 
results of the bank failures in Massachusetts, Pennsylvania, New Jersey, Maryland, 
Illinois, &c. 

The conviction is forcing itself upon the minds of legislators that a general banking 
law is better adapted to the State than special enactments or charters. By the former 
the field is left open for fair competition, and every one may become a banker who can 
produce the basis of operations; while no charge of favoritism or exclusive monopoly 
can be brought against it. 

Another conviction is rapidly gaining ground, viz.:—that a modification or repeal of 
the usury laws must soon be adopted for the sake of the large class of borrowers. New 
York and Pennsylvania have the subject before their respective legislatures, and it is to 
be hoped that they will respond to public opinion in the large cities, and adopt the bene- 
ficial changes already in force in Great Britain. Mr. S. Gurney, in his evidence before 
the House of Commons, said, “I have no doubt that the relaxation of the usury laws 
has operated beneficially to the trade of this country.” Few practical men are averse 
to the change now suggested, while common sense and experience point to it as essen- 
tially necessary. 

The commercial prospects for the year 1850 are highly encouraging. Cotton has 
farther advanced in Europe, with a continued large demand. The rates for bills for 
the last steamer were as follows : 


London, . .... . 108 108} Amsterdam, . . . . . 39% 40 
Sere 5284 a 35h 
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State securities have attained high figures, and their indebtedness is diminishing under 
the operation of the sinking funds. This is the case with Maryland and Pennsylvania 
more especially. New York six per cents of 1845 have reached this month 115—1154 ; 
Maryland six per cents, 1033 ; Tennessee, 1034; Kentucky, 1023; Pennsylvania five per 
cents, 89§; Ohio five per cents of 1870, 1074. The annual financial Reports of Ohio, 
Virginia, Pennsylvania, New York, Massachusetts and Indiana, are all before our read- 
ers and present a highly favorable aspect. 

There is an accumulation of nearly four millions in coin at New York, in the hands 
of the Sub-Treasurer, while less than seven millions are in the vaults of the banks. 
The whole should be in the banks. The use of coin as a currency is a burlesque upon 
the government; and, like free trade, is one of those attractive theories which look so 
beautiful on paper, but which are utterly unsuited to practical business transactions. 





PHILADELPHIA MONEY MARKET. 


There has been a moderate amount of business done in stocks during the past three 
days, and prices of the sound securities are well sustained, and in some instances a 
slight improvement has been realized. The fancies, however, continue to attract very 
little attention, the disposition to operate in them being apparently confined to the 
brokers, and not participated in by the community. The money market is rather easier. 
The banks are discounting freely, and the amount of good paper offering in the street is 
limited. The disbursement of a million and a half of dollars by the Sub-Treasurer has 
also imparted more confidence to the mercantile community, and has removed some of 
the apprehensions which were naturally caused by the locking up in the government 
vaults of the immense amount of upwards of four millions of dollars in specie.—Phila. 


Evening Bulletin. 
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